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FRIDAY, JANUARY 22, 1960 
U.S. Senate, 


SUBCOMMITTEE ON IRRIGATION AND RECLAMATION 


OF THE CoMMITTEE ON INTERIOR AND INsuLAR AFFarrs, 
Washington, D.C. 


The subcommittee met, pursuant to call, at 10 a.m. in room 3110, 
Senate Office Building, Senator James E. Murray (chairman of the 
committee) presiding. 

Present : Recadets James E. Murray (Montana), Richard L. Neu- 
berger (Oregon), Frank Church (Idaho), Ernest Gruening (Alaska), 
and Frank E. Moss (Utah). 

Also present : Senator Frank Carlson (Kansas). 

Staff member present: Mr. Goodrich W. Lineweaver, professional 


staff member. 
The Cuarrman. The subcommittee will come to order, please. 
The bill scheduled for hearing this morning is S. 1388, to create a 


Pacific Northwest account. 
(The bill referred to follows :) 


[S. 1388, 86th Cong., 1st sess. ] 


A BILL To provide for the establishment by the Secretary of the Interior of a Pacific 
Northwest account, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That because of the interrelations of various 
Federal irrigation and hydroelectric projects in the Pacific Northwest, the need 
for assistance from net power revenues for the development of the irrigation 
potentials of that area, and the importance of orderly marketing of the com- 
mercial power output of said Federal hydroelectric projects, the Secretary of 
the Interior shall establish a Pacific Northwest account. To said account shall 
be credited at least once a year all revenues hereafter derived from power 
operations of each of the projects named or described in section 3 of this Act, 
and to it shall be charged at least once a year operation and maintenance costs 
hereafter incurred by the United States in connection with those operations 
and from the resulting net revenues amounts sufficient to account, as nearly as 
possible, for the scheduled return (1) of the capital costs of those projects which 
are allocated to said purpose, (2) of the irrigation capital costs assigned to those 
projects to be returned from net power revenues, and (3) of interest on the 
unamortized balances of the commercial power allocations, where and as pro- 
vided by law. Net revenues derived from power operations as aforesaid shall 
be applied first to payment of the charges described in items (1), (2), and (3) 
of the preceding sentence arising in connection with the presently existing or 
authorized projects named or described in section 3 of this Act and thereafter 
to payment of charges to the account hereafter incurred pursuant to section 4, 
Subsections (b) and (c), of this Act. The Secretary shall prepare schedules, 
in which the scheduled return of the presently unamortized balances of the 
capital allocations hereinbefore referred to shall be set forth, designed to accom- 
plish payout of each project in accordance with the laws governing that project 
and may from time to time revise said schedules so far as such revision is 
consistent with those laws. 

1 
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Sec. 2. As used in this Act— 

(a) the term “Pacific Northwest” means the area within the United States 
comprising the Columbia River drainage basin, the drainage basin of other 
streams entering the Pacific Ocean between the Canadian boundary and the 
California-Oregon boundary, and closed basins wholly or partly within Ore- 
gon, and 

(b) the term “revenues from power operations” includes, in addition to 
income specifically from power sales from the projects named or described 
in section 3 of this Act, miscellaneous receipts derived from facilities of such 
projects the costs of which are charged to or allocated to power, and where 
only a portion of such facilities are charged to or allocated to power, the 
term includes an appropriate share of such miscellaneous receipts. 

Sec. 3. The provisions of section 1 of this Act shall apply to the Boise, Colum- 
bia Basin, Crooked River, Hungry Horse, and Palisades Federal reclamation 
projects; the Talent division of the Rogue River Basin Federal reclamation 
project; the Kennewick and Roza divisions of the Yakima Federal reclamation 
project; unit numbered 7 of the Minidoka project powerplant; the American 
Falls powerplant of the Minidoka Federal reclamation project; the Bonneville 
Power Administration transmission system; all presently authorized projects in 
the Columbia Basin for which the Secretary has power marketing authority 
under the Act of August 20, 1937 (50 Stat. 731), as amended and supplemented, 
and under section 5 of the Act of December 22, 1944 (58 Stat. 887, 890), or from 
which irrigation water is furnished by him under section 8 of the latter Act, in- 
cluding the Albeni Falls, Bonneville, Chief Joseph, Cougar, Detroit-Big Cliff, 
Hills Creek, Ice Harbor, John Day, Lookout Point-Dexter, McNary, and The 
Dalles developments which have already been constructed or are now under con- 
struction ; and such other projects in the Pacific Northwest as may hereafter be 
designated by Act of Congress. 

Sec. 4. (a) The Secretary shall report annually to the President and the Con- 
gress on the status of the Pacific Northwest account and particularly on the 
amounts by which the revenues described in section 1 of this Act exceed the 
charges therein described and the amounts by which it is anticipated such reve- 
nues will exceed such charges. Each such report shall contain a composite pay- 
out schedule for all projects then covered by the Pacific Northwest account show- 
ing, year by year, estimated future charges to the account, estimated future 
credits to the account, and estimated unencumbered balances in the account. 

(b) Reports to the President and the Congress on the financial feasibility of 
any project which is hereafter proposed to be authorized for construction in the 
Pacific Northwest or, in the circumstances stated in section 5 of this Act, else- 
where in the States of Washington, Oregon, Idaho, Montana, Wyoming, Utah, 
or Nevada and which involves an allocation to irrigation shall include an esti- 
mate by the Secretary of what portion, if any, of that allocation is beyond the 
probable return from project operations within fifty years, exclusive of any per- 
missible development period, and of the probable availability, without increase in 
then prevailing power rate schedules, of revenues sufficient to cover those costs, 
as shown by the reports made under subsection (a) of this section, due considera- 
tion being given to other commitments of such revenues, including charges 
against the account incurred or likely to be incurred by reason of variances in 
the cost at which power can be produced and marketed. No such project the 
financial feasibility of which depends on assistance from the Pacific Northwest 
account shall be undertaken except upon authorization by the Congress. 

(ce) In addition to the costs of the projects covered by section 3 of this Act 
which are properly chargeable to the Pacific Northwest account, the Secretary 
shall schedule for return from revenues to be credited to the account those 
project construction cost obligations of the water users which will become due 
and payable fifty years after the beginning of the repayment period, exclusive 
of any development, water rental, moratorium or deferment periods, on the 
Deschutes, Owyhee, and Vale Federal reclamation projects; the Payette division 
of the Boise Federal reclamation project ; the Talent division of the Rogue River 
Basin Federal reclamation project; the Hermiston and West Extension units 
of the Umatilla Federal reclamation project; and the Kennewick, Kittitas, and 
Roza divisions of the Yakima Federal reclamation project. Such construction 
cost obligations on any of such projects, divisions, or units shall be charged to 
the account only after an amendatory contract, satisfactory in form to the 
Secretary and to the irrigation district representing the water users of the 
project contract unit involved, has been entered into restating the construction 





= ew Ue eee CY eR mS ' on @ 


- 


~~ Cea, § 


eB 
e 


Ww 


erTw = @ I 


we OV we ee ee OG OP 


PACIFIC NORTHWEST ACCOUNT 3 


charge obligation to be repaid by the water users and requiring the water users 
to waive all claim to any miscellaneous revenues accruing to the project division 
or unit under the provisions of section 4, subsections I and J, of the Act of 
December 5, 1924, as amended by the Act of July 1, 1946 (43 Stat. 672, 703, 
60 Stat. 348, 366, 43 U.S.C. 501, 526), or of section 5 of the Act of May 16, 1930 
(46 Stat. 367, 368, 43 U.S.C. 424d), after the time scheduled under such amenda- 
tory contract for completion of repayment of the restated construction charge 
obligations (exclusive of any extensions by reason of the operation of variable 
annual installments). 

Sec. 5. Nothing contained in this Act shall be deemed to require or to furnish 
authority for modification of the power marketing arrangements heretofore set 
up by the Secretary; to relieve any contractor for water or power of any 
obligation which it has heretofore undertaken except as provided in section 4, 
subsection (c) of this Act; to amend or repeal any provision of law with respect 
to the payout of any project; to affect the laws relating to the appropriation 
of funds for the construction, operation, and maintenance of projects and the 
deposit of receipts in the Treasury; to require that any portion of amounts 
properly allocable to irrigation which have been declared to be nonreimbursable 
and nonreturnable by or pursuant to law shall be accounted for as reimbursable 
or returnable; to provide for or contemplate utilization of the Pacific Northwest 
aecount in connection with any project which, though it is within one or another 
of the States of Washington, Oregon, Idaho, Montana, Wyoming, Utah, or 
Nevada, is located outside the Pacific Northwest except in cases in which irriga- 
tion assistance is not available from another similar account or fund and in 
which assistance from the account to such project is justified in the light of 
contributions to the net revenues of the Federal Pacific Northwest power system 
from the State in which it is located (said contributions to be determined by 
taking into account all significant factors, including particularly both on-site 
production of energy and water supply for downstream plants) ; or to authorize 
the Secretary to establish rate levels for the sale of power after payout of any 
project or projects is accomplished in excess of those which he could lawfully 
establish during payout, due regard being had for changes in the costs of operating 
and maintaining such project or projects. 


Mr. Lineweaver. Mr. Chairman, we have a report from the De- 
partment of the Interior which just arrived which should be placed 
into the record. 

I may say that the Department recommends that the legislation be 
enacted with one amendment, which will be explained by the depart- 
mental witnesses when they take the stand. 

We also have the comments of the Comptroller General, which is a 
description of the bill and of its effect. That will be filed for the 
record also. 

The CuatrMan. Both reports will be printed in the record. I order 
also printed any departmental reports that may be subsequently sub- 
mitted. 

(The reports referred to follow:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D.C., January 22, 1960. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


DeEaR SENATOR MurRAY: This responds to your request for the views of this 
Department on §S. 1388, a bill “to provide for the establishment by the Secretary 
of the Interior of a Pacific Northwest account, and for other purposes.” 

We recommend that this legislative proposal be enacted and that it be amended 
in one respect as hereinafter set forth. 

It is the aim of this proposal that uncommitted future power revenues from 
federally built and operated hydroelectric power projects located in the Pacific 
Northwest be used to assist in returning those reimbursable irrigation costs on 
reclamation projects in the region which water users are unable to repay. 
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In aid of accomplishing this objective, section 1 of the bill would require the 
Secretary of the Interior to establish a Pacific Northwest account to which would 
be credited all revenues associated with the investment in power facilities and 
to which would be charged all costs associated with such investment and author- 
ized financial assistance to irrigation developments. In maintaining this ac- 
count, the Secretary would be required to schedule the payout of participating 
projects in accordance with the laws governing such projects. 

Section 2 defines the region which is intended to be included within the term 
“Pacific Northwest.” It delineates the geographical area within which projects 
shall be located for purposes of participation in the account. In addition, 
section 5 makes provision for extending the area in which irrigation projects 
may benefit from the account beyond the region so defined within the States of 
Washington, Oregon, Idaho, Montana, Utah, or Nevada, in those cases where 
irrigation assistance is not available otherwise from a similar account or fund 
and the contribution of the State to the net revenues in the account would justify 
such assistance. In addition, section 2 defines the term “revenues from power 
operations” in such manner as to include all revenues associated with the 
Federal investment in power facilities, including in appropriate instances pay- 
ments made in accordance with section 10(f) of the Federal Power Act. 

Section 3 of the bill lists the projects under construction or in existence from 
which power revenues shall be covered into the account and provides for the 
addition of such projects by specific action of the Congress. 

Section 4 of the bill would require the Secretary to make annual reports to 
the President and the Congress on the status of the account, on the amounts by 
which revenues credited to the account exceed charges, and on the amounts 
by which it is anticipated future credits will exceed future charges. These 
reports would be based upon a summation of the individual payout schedules for 
all projects covered by the account showing year by year figures. 

Provision is also included to require specific approval of the Congress before 
any project involving irrigation is undertaken which will require financial 
assistance from the account. The planning report made to the President and 
the Congress on any such project, which would have to meet all the normal 
tests of feasibility, benefit-cost ratios, and ability to meet operating costs, would 
have to include an estimate of the portion of the irrigation allocation which is 
beyond the probable return from project operations other than power revenues 
within a 50-year period, exclusive of any permissible development period, and 
an estimate of the availability of revenues in the account to cover such costs. 

Section 4, in addition, sets forth the conditions under which existing irriga- 
tion projects in the Pacific Northwest, which are specifically named and which 
now are under contract for project repayment, may receive assistance from the 
account for repayment of irrigation costs which are beyond the ability of water 
users to repay within 50 years, exclusive of any development period. 

Section 5 of the bill would specifically require that existing power-marketing 
arrangements and contracts with respect to project water shall not be modified 
because of or as a result of this proposal, except to the extent that section 4(c) 
makes provision for making available to existing irrigation projects assistance 
from the account; that the laws regarding the appropriation of funds, the con- 
struction, operation and maintenance of projects, and the deposit of receipts in 
the Treasury shall remain unaffected; and that the nonreimbursability and 
nonreturnability of amounts allocated to irrigation by or pursuant to other 
laws shall not be changed by enactment of the measure; and that the establish- 
ment of the account should not be construed to authorize setting power rate 
levels after the payout of any project or projects in excess of those levels the 
Secretary could establish lawfully during payout, due consideration being given 
to changes in project operation and maintenance costs. 

Since the inception of the Federal reclamation program, the various applicable 
enactments of the Congress have consistently required that the costs of reclama- 
tion developments which are allocated to irrigation must be repaid. As irriga- 
tion projects grew more complex and costly, it became increasingly difficult and 
in many instances impossible for the irrigation water users to repay those costs 
within prescribed repayment periods. Therefore, the Congress repeatedly—to an 
extent sufficient to establish as firm Federal policy—provided for the use of sur- 
plus revenues derived from Federal power facilities both directly and indirectly 
associated with reclamation projects to assist in the return of their irrigation 
costs. Under this financing procedure, the presence of associated power po- 
tential has been a controlling consideration in determining the economic feasi- 
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bility of numerous reclamation projects. Not all potential irrigation projects, 
however, were so located geographically as to have power facilities directly or 
reasonably related to the projects’ operations. 

This led to the concept of the basin account, with the underlying theory that 
there is justification for giving consideration to the interrelationship of complex 
water resources developments on a river basin or regional basis. This concept 
was put in practice in connection with the construction and development of the 
Central Valley project, the Missouri River Basin project, and, more recently, the 
Upper Colorado River storage project. In our opinion, the Pacific Northwest is 
as ideally suited to application of this concept as any other region of the West 
because of the abundance of water and land suited to irrigation development, 
the need for financial assistance to fully develop the irrigation potential, and 
the potential availability of considerable surplus power revenues. In these cir- 
cumstances equity in treating reclamation in the Pacific Northwest strongly 
argues for application of the basin account concept. 

If the pending legislation is enacted, it would make available for irrigation 
assistance that component of the power revenues used for amortization of the 
power investment after that power investment has been repaid. It would not 
affect existing power operations and if the proposal is adopted, we would con- 
tinue to operate reclamation projects and the power systems in the region as 
we presently do. Determination of the amount of financial assistance potenti- 
ally available would be based upon the scheduling annually of the payout of each 
Separate power project in the account and then taking into account financial 
assistance to irrigation heretofore authorized. The Bonneville Power Adminis- 
tration would continue to be the marketing agent for the Columbia River power 
system and the Bureau of Reclamation would continue to be the marketing 
agent for power generated in the Upper Snake River Basin. 

Under existing law, financial assistance amounting to slightly more than $500 
million has been authorized already in the Pacific Northwest. Most of this assist- 
ance, or roughly about $475 million, is associated with the Columbia River Basin 
project in the State of Washington. Other projects for which financial assistance 
from power revenues has already been authorized include Chief Joseph Dam, 
Spokane Valley, and Yakima projects in Washington; Palisades, Michaud Flats, 
and Boise projects in Idaho; and the Rogue River Basin and Crooked River 
projects in Oregon. 

If all the existing Federal reclamation projects listed in section 4(c) of the 
bill are provided assistance pursuant to new repayment arrangements made in 
accordance with the requirements of that section, the total amount of such assist- 
ance would be in the order of $34 million. 

It is difficult to predict how much additional financial assistance will be re- 
quired in connection with the future development of irrigation projects. In any 
event, there will be an exercise of congressional control in this respect since new 
projects will require specific statutory authorization. 

After taking into account current payout requirements, including presently 
authorized assistance to irrigation development, those power projects listed in 
the bill for particpation in 'the account will provide uncommitted power revenues 
by the year 2030 that will aggregate in excess of $1 billion and will be available 
for financial assistance to irrigation development. Thereafter additional un- 
committed revenues will accrue at the rate of about $50 million per year. In 
addition, any additional Federal power projects which might be authorized for 
construction and participation in the Pacific Northwest Account would also 
contribute additional revenues after they had met their amortization require- 
ments. While the authorization of additional power projects to participate in 
the account would, no doubt, increase the amounts of funds ultimately available 
for irrigation assistance, the operation of the account would not be dependent 
upon the authorization and construction of any additional power projects. 

In summary, the following observations with respect to the pending legislative 
proposal should be noted particularly: 

1. It would permit an orderly program of planning worthwhile reclamation 
projects in the Pacific Northwest region on the basis of engineering and economic 
feasibility and local and area needs, without regard to the possible development 
of power in connection with any individual project proposal. 

2. It would not authorize the construction of any additional irrigation or power 
projects and any such projects could participate in the account only upon specific 
action of 'the Congress. 
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3. It would not furnish any basis for a change in power rate levels established 
for power marketed from power projects which participate in the account. 

4. The account would be for record purposes only. It would not be a menetary 
or fund account established in the Treasury Department and it would not change 
the procedure of obtaining funds by the normal appropriation process. 

We recommend one substantive amendment for your consideration, namely, 
that the words “where and as provided by law” appearing in line 14, page 2, 
of the bill be deleted and that in lieu thereof there be inserted the words “in 
accordance with law.” The adoption of this amendment will assure that the 
computation of interest on the Federal power investment for purposes of the 
account will conform with the long-time practice of computing interest in the 
return of power costs in both the Columbia River Power System and in the Upper 
Snake River Power System. 

Since we are informed that there is a particular urgency for the submission 
of the views of the Department, this report has not been cleared through ‘the 
Bureau of the Budget and, therefore, no commitment can be made concerning 
the relationship of the views expressed herein to the program of the President. 

Sincerely yours, 
FRED G. AANDAHL, 
Assistant Secretary of the Interior. 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington, D.C., February 1, 1960. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


My Dear Mr. CuHarrmMan: This is in further reply to your request for the views 
of the Bureau of the Budget on S. 1388, to provide for the establishment by the 
Secretary of the Interior of a Pacific Northwest account, and for other purposes. 

The principal purpose of the bill appears to be to facilitate the use of so-called 
surplus power revenues from Federal hydroelectric projects in the Pacific North- 
west to assist in returning irrigation costs on reclamation projects which water 
users are unable to pay. The Secretary of the Interior would be required to 
establish a Pacific Northwest account in which revenues and charges would be 
appropriately reflected and he would report annually to the President and the 
Congress on the status of the account. These reports would show the amount 
of surplus power revenues potentially available for additional financial assist- 
ance to irrigation. 

Under the bill, reports to the Congress on the financial feasibility of any rec- 
lamation project proposed to be authorized for construction in the Pacific North- 
west would include an estimate by the Secretary of the Interior of that portion 
of the costs allocated to irrigation beyond the probable return from project 
operations within 50 years and of the probable availability of surplus power 
revenues to repay those costs. Use of surplus power revenues to repay such 
costs in the case of future irrigation projects would have to be authorized by 
act of Congress. 

The Department of the Interior estimates that as much as $1 billion of surplus 
power revenues for additional assistance to irrigation would be accumulated by 
the year 2030 from Federal hydroelectric projects existing or under construction 
in the Pacific Northwest. 

We recognize that the Congress has in the past authorized the use of surplus 
power revenues to assist in the return of irrigation costs of projects associated 
with specific power facilities. We also recognize that the basin account concept 
under which surplus power revenues from a number of projects in a basin are ap- 
plied to the return of capital costs of reclamation developments within the same 
area has been put in practice elsewhere. Before this concept is extended to the 
Pacific Northwest, however, we believe that careful consideration should be given 
to several important questions. 

First, it should be recognized that any charge for power above that necessary 
to repay power capital and operating costs constitutes an assessment on power 
users. Under these circumstances, we believe the Committee on Interior and 
Insular Affairs will wish to assure itself, before recommending enactment of the 
bill, that the people of the Pacific Northwest are willing as power users to 
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subsidize irrigation developments which the benefiting water users cannot repay. 
The committee may also wish to consider whether the power users would be 
willing to pay rates sufficient to cover power costs and irrigation assistance 
concurrently. 

Second, no estimate is available of the amount of additional financial assist- 
ance which may be required in connection with future irrigation projects in the 
Pacific Northwest, Also, there is no assurance, particularly in view of possible 
technological changes, that power revenues in the distant future can be accu- 
rately predicted. (In this connection, it should be noted that the Bonneville 
Power Administration, which presently markets the power from most existing 
Federal projects in the area, has reported an annual deficit of about $9.7 million 
for fiscal year 1959.) Since there is no limitation on the number of projects 
which may be considered and no limitation on the amount of assistance which 
eould be provided for each individual project, we recommend that, in addition 
to reports of financial feasibility, the bill specifically provide that each proposed 
irrigation project must meet established standards of economie feasibility. We 
also suggest that consideration be given to a reasonable minimum requirement 
for repayment of irrigation costs by water users. 

Third, the bill would provide for the Secretary of the Interior to enter into 
amendatory contracts extending the benefits of this account to 10 existing rec- 
lamation projects, without further review by the President or the Congress. The 
estimated amount of additional assistance for these projects is about $34 million. 
We are aware of no reason or need to change, through this legislation, the pres- 
ently existing repayment arrangements for these projects. We believe this 
provision would establish an undesirable precedent and strongly urge that it be 
deleted. 

Fourth, the provision of the bill which would permit, under certain conditions, 
utilization of surplus power revenues in connection with proposed irrigation 
projects outside the Pacific Northwest appears to be questionable. We see no 
basis for extending these benefits into areas which are remote from and not 
directly related to the Pacific Northwest, as defined by the bill, and which are 
largely already covered by other basin accounts. It is recommended that the 
bill be amended to limit assistance to projects in the Pacific Northwest as defined 
in the bill. 

If amended in accordance with the above recommendations, the Bureau of 
the Budget would not object to the enactment of S. 1388. 

Sincerely yourg 
Eimer B. Staats, Acting Director. 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, D.C., January 22, 1960. 
Hon. JAMES E. MurrAy, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate. 


DEAR Mr. CHAIRMAN: We have been informally requested by a member of the 
committee staff to furnish you a report on S. 1388. 

The bill would require the Secretary of the Interior to establish a Pacific 
Northwest account to which would be credited, on an annual basis, all revenues 
derived from power operations of Federal hydroelectric projects in the Columbia 
River and North Pacific drainage basins and to which would be charged such 
projects’ annual operation and maintenance costs. The resulting net revenues 
are to be applied to account for the scheduled return of (1) the capital costs of 
the projects which are allocated to power purposes; (2) the irrigation capital 
costs assigned to the projects to be returned from net power revenues; and (3) 
interest on the unamortized balances of commercial power allocations where and 
as provided by law. Thereafter, resulting net balances, if any, are to be applied 
to (1) render financial assistance to future projects involving irrigation that are 
recommended for construction in the seven named Pacific Northwestern States 
on which the construction cost allocation is beyond the probable return from 
project operations within 50 years, excluding the development period, and (2) in 
effect, pay the construction cost obligations of the water users of certain named 
reclamation projects which will become due and payable 50 years after the 
beginning of the repayment period, exclusive of any development or deferment 
periods. 
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The bill (sec. 5) provides, in effect, that nothing therein shall be deemed to 
amend or repeal any existing law relative to the construction, operation, mainte- 
nance, or repayment requirements of water resources development projects, nor 
to relieve any contractor for water or power of any obligation, except as provided 
in section 4(c). A specific declaration also is made that nothing in the bill shall 
be deemed “to affect the laws relating to the appropriation of funds for the 
construction, operation, and maintenance of projects and the deposit of receipts 
in the Treasury.” 

The bill does not appear to be a funding measure and, if enacted into law, 
apparently will not affect existing congressional control of expenditures as 
exercised through current budgetary and appropriation processes. In other 
words the Pacific Northwest account evidently is not to be a special depositary 
account or revolving fund to be established in the Treasury but apparently an 
accounting device to be superimposed by the Secretary of the Interior upon the 
established accounting systems of the water resources agencies concerned in 
Pacific Northwest power-marketing activities; namely, the Bureau of Reclama- 
tion and the Bonneville Power Administration. However, we believe that this 
matter should be clarified by an appropriate amendment to the bill. 

About 99 percent of the commercial power produced by the Federal Govern- 
ment in the Pacific Northwest originates in a group of multiple-purpose projects 
of the Corps of Engineers and the Bureau of Reclamation for which the Bonne- 
ville Power Administration is the power-marketing agent. These projects and 
the transmission lines involved are known collectively as the Columbia River 
Power System (CRPS). All of the projects named in section 3 of S. 1388, except 
the Boise, Crooked River, Palisades, Rogue River, and Minidoka reclamation 
projects, are integrated in the CRPS. The Bonneville Power Administration 
(BPA) is subject to the accounting requirements of the Federal Power Act as 
amended, 16 U.S.C. 791a—825u and to the Federal Power Commission’s (FPC) 
system of accounts prescribed thereunder, pursuant to section 9(a) of the act 
of August 20, 1937 (Bonneville project), as amended, 16 U.S.C. 832h. BPA’s 
accounting system generally conforms to that prescribed by the FPC with 
such modification as necessary to meet the reporting requirements of the Con- 
gress, General Accounting Office, Treasury Department, and the Bureau of the 
Budget. System power revenues are allocated to individual projects. The 
Bureau of Reclamation system of accounts is similar to that of BPA and was 
approved with several important qualifications, not all of which have been re- 
solved, by the Comptroller General in letter of October 6, 1950, B—91527, B-48120. 
The Bureau accounts for its power and other revenue on an individual project 
basis. S. 1388 apparently will not affect these accounting systems but will require 
a separate and additional accounting for power revenue involved and related 
expenditure charges of the Bureau of Reclamation and BPA on a consolidated 
basis. We have no information relative to the costs which may be incurred 
in establishing and maintaining the account but such costs might be substart?<l, 

Power and related revenue returned to the Treasury by BPA from the C?2PS 
during the fiscal year 1958 amounted to over $67 million. Electric operating in- 
come of completed Bureau of Reclamation projects not within the integrated 
CRPS system (Boise, Minidoka unit 7, Palisades) are shown to have been over 
$2.7 million for the fiscal year 1958. Receints from sales of power and energy 
generated at reservoir projects within the CRPS under the control of the Corps 
of Engineers are deposited in the Treasury as miscellaneous receipts—with 
certain exceptions—pursuant to the act of August 20, 1937 (Bonneville proiect ; 
16 U.S.C. 882j), or section 5 of the act of December 22, 1944—the so-called Flood 
Control Act of 1944, as amended (16 U.S.C. 825s). Revenue from power sales in 
connection with Bureau of Reclamation irrigation projects both within and 
without the CRPS are (with certain exceptions) deposited into the Treasury 
to the credit of the reclamation fund (43 U.S.C. 397a). As indicated above, these 
requirements apparently will not be changed in the event S. 1388 is enacted. 

The current repayment schedules of the Columbia River Power System are 
designed to provide for repayment of, first, operation and maintenance expenses ; 
second, interest on unamortized investment in facilities allocated to commercial 
power ; third, capital costs allocated to commercial power facilities ; and fourth, 
irrigation capital costs assigned for payment by commercial power revenue. 

Section 1 of the bill provides that net power revenues in the proposed account, 
after operation and maintenance charges, shall be applied to account for the 
scheduled return of capital costs, irrigation capital costs assigned to power, and 
interest on current investment. Since the repayment schedules of CRPS are 
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designed to recover costs in the order named in the paragraph above, we are of 
the view that section 1 of the bill does not require that items (1), (2), and (3) 
listed therein be satisfied in that order, but that the listing is only intended to 
define the items reimbursable from power revenue. ‘T'o satisfy items (1), (2), 
and (38) in the order listed might defer for prolonged or indefinite periods of 
time interest on investment, which is a current expense and chargeable when 
incurred in the same manner as operation and maintenance charges. Such 
deferment of the payment of interest could, perhaps, necessitate a compounding 
of interest charges already accrued. 

The bill, in our opinion, if enacted, will merely require the Secretary of the 
Interior to set up bookkeeping transactions to retlect the objectives of the bill, 
that is, to show, for reporting purposes, the overall power revenues involved, the 
stated charges made, and, finally, to show the net power revenue available for 
the apparent objectives of the bill: (1) To give future marginal and submarginal 
reclamation projects financial assistance; and (2) to subsidize under specified 
conditions water users of certain irrigation projects without regard to whether 
power is produced within the project or whether the project is outside of the 
immediate territorial limits of the Pacific Northwest basins. 

Section 4(c) authorizes the Secretary of the Interior to charge to the Pacific 
Northwest account any project construction cost obligations of certain water 
users which mature 50 years after the beginning of the contract repayment period 
and to amend the water user contract as provided in the section to accomplish 
this purpose. This downward revision of contract obligations constitutes a 
Government subsidy to irrigation (and the water users involved) by power 
which is not without precedent (see, for example, 62 Stat. 382 and 68 Stat. 568) 
and which we deem a matter of policy primarily for the consideration of the 
Congress. 

Since it appears that under the bill all existing law in connection with water 
resources development, budget presentation, and fund appropriation remains 
unchanged, we perceive no substantial objection to the bill, it being a matter of 
policy primarily tor determination by the Congress. 

This interpretation of the bill, of course, is subject to any evidence of a con- 
gressional intent to the contrary which may be reflected in the complete history 
of the legislation as of the date of its enactment. 

Sincerely yours, 
FRANK H. WEITZEL, 
Assistant Comptroller General of the United States. 


FEDERAL POWER COMMISSION REPORT ON S. 1388, S6TH CONGRESS, A BILL To PRO- 
VIDE FOR THE ESTABLISHMENT BY THE SECRETARY OF THE INTERIOR OF A PACIFIC 
NORTHWEST ACCOUNT, AND FOR OTHER PURPOSES 


The principal purpose of this bill appears to be to make possible the use of 
net power revenues from federally constructed multiple-purpose projects in the 
Columbia River Basin to assist the farmers in repaying the cost of irrigation 
projects which are beyond the ability of those farmers to repay within 50 years.* 

Section 1 of the bill would authorize the Secretary of the Interior to establish 
a Pacific Northwest account for designated projects in the Pacific Northwest. 
Under the provisions of the bill the account established by section 1 would apply 
to certain reclamation projects now in operation in the region, as designated 
in section 3: to the Bonneville Power Administration transmission system; 
to all presently authorized power or multipurpose projects constructed or under 
construction in the Columbia Basin for which the Secretary of the Interior has 
the power marketing responsibility, including Corps of Engineers projects; and 
to such other power or reclamation projects in the region as may be designated by 
act of Congress. 

The Federal Power Commission is an independent agency having primarily 
licensing and investigatory functions under part I of the Federal Power Act 
with respect to non-Federal waterpower development, but under other specific 
acts it has limited responsibilities with respect to power planning, cost alloca- 
tions, rates, accounts, and related matters for certain Federal multiple-};urpose 
projects. We are, therefore, interested in the standards and criteria utilized 


1 See remarks of Senator Murray at p. 3525 of Congressional Record for Mar. 12, 1959. 
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in Federal project analysis and evaluation and in the marketing of power from 
these projects. In this regard we believe that uniform and sound standards and 
criteria should be followed when considering all aspects of a project, from the 
preauthorization stage through payout. 

The proposed Pacific Northwest account would be credited at least once a 
year with all revenues hereafter derived from power operations of the projects 
included. The account would be charged at least once each year with operation 
and maintenance costs hereafter incurred by the United States in connection 
with those power operations and from the resulting net revenues, amounts would 
be charged sufficient to account, as nearly as possible, for the scheduled return 
of (1) the capital cost of each project which is allocated to power, (2) the irriga- 
tion capital cost assigned to each project to be returned from net power revenues, 
and (3) interest on the unamortized balance of the commercial power allocation, 
where and as provided by law. As we understand the bill the net power revenue 
from power operations of each project would be applied first to payment of the 
charges described in the foregoing items (1), (2), and (3), arising in connection 
with each existing or authorized project named in section 3 of the bill, and 
thereafter to payment of such charges as may be incurred in connection with 
future authorized projects pursuant to section 4(b) or incurred for repayment 
of certain residual reclamation costs pursuant to section 4(c). 

An amount equal to the interest on the unamortized power investment as men- 
tioned in (3) above would have to be charged to the proposed Pacific Northwest 
account only if required by some other “law” or statute. Since the Bonneville 
Act and the 1944 Flood Control Act governing the sale of power from some 
Federal projects do not require specifically that interest on unamortized bal- 
ances be considered as an element of cost for ratemaking purposes, there does 
not appear to be any specific law requiring that this interest component be 
charged to the account in such cases, notwithstanding the fact that the Secretary 
of the Interior and this Commission, in establishing Federal project rates, have 
consistently regarded interest, as well as amortization, as a cost which should 
be recovered through charges for the sale of electric energy generated by the 
projects. If it is the intent of the bill to assure that interest on unamortized 
power costs be returned in all cases before any part of revenues from power 
operations can be credited to irrigation costs, the words “where and as provided 
by law” (p. 2, line 14) should be deleted in section 1. 

Section 4(e) would require the Secretary of the Interior to report annually to 
the President and the Congress on the status of the Pacific Northwest account, 
including “a composite payout schedule for all projects” covered by the account 
showing, year by year, estimated future charges and credits, and estimated 
unemcumbered balances in the account. 

Section 5 provides that nothing contained in the bill would be deemed to re- 
quire or furnish authority for modification of the power-marketing arrange- 
ments heretofore set up by the Secretary; to amend or repeal any provision of 
law with respect to the payout of any project; to affect the laws relating to the 
appropriation of funds for the construction, operation, and maintenance projects 
and the deposit of receipts in the Treasury; or to authorize the Secretary to 
establish rates for the sale of power after the payout of any project or projects 
in excess of those which he could lawfully establish during payout, due regard 
being had for changes in operation and maintenance costs. 

It might be appropriate to reduce the rate level after payout of the power 
investment to reflect the reduction in cost, but the bill is silent on this point. On 
the other hand, no good purpose is apparent for inclusion of the provision 
relating to establishment of rates at higher levels after payout. 

It might be appropriate to reduce the rate level after payout of the power 
rates by preserving the payout provisions applicable to existing projects and 
controlling the allocation of power revenues to irrigation costs with respect to 
future projects. These provisions, however, seem to conflict with the provisions 
of sections 1 and 4(a) in that the Federal investment in irrigation in excess of 
the ability of the water users to repay would be scheduled for return through 
the allocation of excess power revenues based upon a “composite payout sched- 
ule” for projects throughout the Pacific Northwest. The principle of composite 
scheduling of repayments, as we interpret it, could, in effect, result in the 
crediting of power revenues from a particular power project toward the payment 
of irrigation costs of other unrelated or unconnected projects before all sums 
allocated to power plus interest have been repaid with respect to that particular 
power project. We believe that such a result would be unsound and not compati- 
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ble with fostering maximum development and utilization in the public interest of 
the water power resources of the Pacific Northwest. It is our view that all of 
the power revenues with respect to a particular project should inure to the 
benefit of the consumers of that project power during the amortization or payout 
period of the power facilities and that no part of such power revenues should be 
credited during that period toward the repayment of irrigation or other costs of 
any project. 

We recommend, therefore, that the bill be made explicit on this point by 
striking out the words “composite payout schedule” in section 4(a), page 4, 
line 22, and inserting in lieu thereof the words “summation of individual payout 
schedules”, 

The accounts of the Secretary relative to the sale of power are now required 
by section 303 of the Federal Power Act to conform (so far as may be practic- 
able) to the system of accounts prescribed by the Commission for public utili- 
ties and licensees. While it might be contended that the bill would relieve the 
Secretary of the necessity for compliance with section 303, we do not believe 
such an exemption is intended. In order to remove any doubt, we recommend 
that the following proviso be added to section 1 of the bill: 

Provided, however, That this Act shall not be construed as repealing, amend- 
ing or otherwise affecting the provisions of section 303 of the Federal Power 
Act (16 U.S.C. 825b). 

The following clarifying changes in the language of section 1 are also 
suggested : 

(a) In line 7, page 2, change the word “from” to “to”. 

(b) In line 8, page 2, after the word “revenues” insert the words “there shall 
be charged”. 

(c) In line 10, page 2, change the words “said purpose” to “power purposes”. 

Since section 1 (lines 1-14) of the bill does not contemplate the actual dis- 
bursement of money, the following amendments seem desirable: 

(a) In line 16, page 2, delete the words “payment of”. 

(b) In line 19, page 2, delete the words “payment of”. 

While it has been the practice under the reclamation laws to provide financial 
assistance for reclamation developments from hydroelectric features of reclama- 
tion projects after the investment therein, with interest, has been returned to 
the United States, Congress has not heretofore authorized the use of revenues 
from the sale of electric power generated at Corps of Engineers flood-control 
projects to provide Federal irrigation assistance at reclamation projects located 
elsewhere in the region without specific authority having been given by Congress 
at the time of authorization to permit such assistance. The Commission, of 
course, fully recognizes that Congress has long followed the policy of sub- 
sidizing irrigation, but in the sense that this bill seeks to impose upon power con- 
sumers generally a basinwide continuing subsidy for irrigation, it runs counter 
to an equally basic principle of including in power rates only those costs which 
contribute to the generation or transmission of power in order that such power 
may be sold “in such manner as to encourage the most widespread use thereof 
at the lowest possible rates to consumers consistent with sound business prin- 
ciples” as provided by section 5 of the Flood Control Act of 1944 (58 Stat. 887). 
The use of electric power is of such fundamental importance to the economy of 
the Pacific Northwest that any measures, such as this bill, which would permit 
any portion of power revenues from flood control projects to be used for irriga- 
tion subsidy should be scrutinized most carefully and be fully justified before 
being adopted. 

While we recognize that the manner of subsidizing irrigation involves a 
matter of congressional policy for which we have been assigned no direct re 
sponsibility, a more equitable balancing of the economic factors involved would 
seem to result if Federal assistance to irrigation were recognized as the re- 
sponsibility of all taxpayers and not the responsibility only of the particular 
group using electricity from Federal projects, for it is the region and Nation 
as a whole that benefit from a healthy farm economy. 

If consideration is to be given to enactment of this bill, we recommend that 
it be amended along the lines discussed in this report. 

JEROME K. KUYKENDALL, Chairman. 


1We know of only one instance in which such specific authority has been given by 
Congress, namely, for the corps’ Chief Joseph flood control project on the Columbia River 
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The Cuatmrman. The objectives of this measure have been under 
consideration in the Pacific Northwest for many years. Along with 
nine other Senators from the Pacific Northwest, I sponsored S. 1388, 
and asked Senator Anderson, chairman of the Subcommittee on Irri- 
gation and Reclamation, to arrange this hearing, in order to accom- 
modate out-of-town witnesses. 

Senator Anderson’s schedule does not permit him to be here this 
morning, so I will open the hearing, and then turn the proceedings over 
to Senator Neuberger, a cosponsor. 

Senator Moss will take over the chair when Senator Neuberger is 
compelled, by other engagements, to leave the hearing. He is also 
a cosponsor of the bill. 

Each witness is requested to state his name, occupation and post 
office address at the opening of his statement. We hope witnesses 
will summarize their statements and submit the full text for the rec- 
ord, which will be printed. 

The first out-of-town witness will be Mr. D. P. Fabrick, of Montana, 
a director of the National Reclamation Association, a successful 
rancher and a leader in water and other conservation developments in 
Montana. Mr. Fabrick has a fine reputation in Montana for his 
work in connection with these programs of water development. I 
am sure his views will be of great value to the subcommittee. 

Senator Church, who was scheduled to be our first witness, is not 
here yet. 

The Cuarrman. Mr. Fabrick will be the first witness this morning. 

Please proceed, Mr. Fabrick. 


STATEMENT OF D. P. FABRICK, CHOTEAU, MONT., MEMBER, 
MONTANA STATE WATER CONSERVATION BOARD ' 


Mr. Fasrick. My name is D. P. Fabrick. I am a rancher living at 
Choteau, Mont. I am a member of the Montana State Water Con- 
servation Board and the chairman of the State planning board. 

I appreciate the opportunity to make a brief statement in support 
of S. 1388 for the establishment of a Pacific Northwest account. My 
statement shall deal primarily with the fundamental, practical, and 
proven benefits and advantages of basin accounts. 

It is necessary for us in the semiarid regions of the Nation to em- 
ploy all practical means and methods to stabilize and strengthen our 
economy. The scarcity and uncertainty of rainfall on the land is 
our basic agricultural and economic handicap. 

The placing of irrigation water upon the land is our best means 
to bring greater stability to our principal business of agriculture. 
Perhaps of equal importance, we must also have greater industrial 
development. 

Fortunately, the great rivers of the West, the Missouri, the Colo- 
rado, and the Columbia, offer us the opportunity for both agricultural 
stabilization and for industrial development. By comprehensive 
irrigation and power development, the water resources of these great 
rivers can supply our two major economic needs. 

Under the provisions of the Flood Control Act of 1944, that part 
of the construction cost allocated to irrigation facilities that cannot 


1See p 118 for supplemental statement submitted on behalf of the Montana State Water 
Conservation Board. 





PACIFIC NORTHWEST ACCOUNT 13 


be repaid by the water users is being repaid from net power revenues, 
credited to the Missouri Basin account. 

The Congress made similar provisions for the upper Colorado 

River Basin in 1956. The operation of basin accounts is a logical, 
sound, practical, and highly successful arrangement. Through the 
operation of basin accounts we can meet the two basic economic needs 
for agricultural stability and industrial growth, and only by the 
basin account method can the Federal Government be fully repaid 
for the cost of the power-generating installations and also the cost 
of the irrigation facilities. 

The Missouri Basin account has been in successful operation for 
15 years. In the Colorado River Basin great progress is now being 
made for future irrigation and industrial development. because of 
a basinwide account. 

The basin accounts benefit the economy of the several States in- 
volved, and provide for full repayment to the U.S. Treasury of ir- 
rigation construction costs. The basin accounts make possible the 
maximum utilization of our limited water supplies, so that thereby 
we may realize the potential in economic growth and make a maxi- 
mum contribution to the national welfare. 

I have never heard of any dissatisfaction with the operation of 
the already established basin accounts from any of the several States 
or from the Federal agencies involved, nor from any other source. 

Through the establishment of the Pacific Northwest account as 
provided for in S. 1388, we seek similar provisions for the Columbia 
Basin that were heretofore established by the Congress for other 


basins, and that have proved to be sound, practical, and highly suc- 
cessful. 

I thank you; Mr. Chairman. 

The Cuarrman. Thank you, Mr. Fabrick, for your very excellent 
statement. 

The next witness will be Mr. Markham of Spokane, Wash. 


STATEMENT OF LORIN W. MARKHAM, SPOKANE, WASH. 


Mr. Marxuam. My name is Lorin Markham. I am the director to 
the National Reclamation Association from the State of W ashington, 
and also I am the treasurer of the National Reclamation Association. 
I am also a manager of the Spokane, Wash., Chamber of Commerce, 
but I am here this mor ning in my capacity of director of the National 
Reclamation Association. 

I am here to demonstrate the recognition by the majority of the 
reclamationists in the ‘State of W ashington that a basin account is 
necessary to continue the reclamation program of our State which 
is so vital to its future, and also to call attention to the great value 
the Pacific Northwest account will have, if enacted, in evening the 
load of repayment on the growers on the existing projects of the Roza 
and of the Kittitas Reclamation Districts. 

That. is the reason for my being present, to demonstrate the sup- 
port by the reclamation people of the bill. 

Thank you, Mr. Chairman. 

The Cuamman. Thank you very much for your statement. 


The next witness will be Mr. George Crookham, State senator, from 
Idaho. 
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STATEMENT OF GEORGE L. CROOKHAM, JR., STATE SENATOR, 
CALDWELL, IDAHO 


Mr. Crooxuam. My name is George L. Crookham, Jr., of Caldwell, 
Idaho, a member of the 35th Idaho Legislature. 

Tomorrow’s reclamation projects will cost more than the water 
users can possibly repay. More reclamation of arid land will be re- 
quired for a growing America. Agriculutral know-how, however, 
great, cannot match the economics of new land. 

The time for programing is now. Our Nation has never sanc- 
tioned the economics of scarcity. 

The amount of public funds available for reclamation projects un- 
der total water-user repayment has passed the limit of his pocketbook. 
However, sharing plans, as the Pacific Northwest account, are invest- 
ments in the health of America. Mr. Public’s cash is returned with 
interest. Congress is still the boss. 

Future new land-water usei's must meet the basic criteria of “Can 
I farm a decent living and still pay my bills?” Unassigned Federal 
power revenues from the Pacific Northwest are a necessary com- 
panion in total water development. 

Moreover, private power should be allowed to participate—amend- 
ments 1 and 2 attached. To deny the participation of private power 
in future reclamation projects is a break from the very thing that 
helped make America—proprietorship. 

That concludes my statement. 

The Cuarrman. Thank you very much. 

Mr. Lineweaver. Your amendment, Mr. Crookham, would you 
mind discussing that briefly ? 

Mr. Crooxuam. I am particularly concerned with the Snake River 
portion of the Columbia River inasmuch as we have some million acres 
potential in the lower Snake River plains of southwestern Idaho. On 
the Snake River we have between 8 million and 9 million acre-feet of 
storage now through reclamation projects. Two-thirds of this water 
returns to the river during its low flows. They have altered the char- 
acteristics of the great Snake. 

Right now our main flows have more than doubled since 1910. We 
are reducing the flood threats by reason of this reclamation storage. 
This reclamation has made the Snake River a more desirable hydro- 
power stream, and as private power entered their structures on that 
river we feel that they have an obligation to that industry, namely, 
reclamation, to participate in the future. 

So it'is my thought that after the first licensing period is complete, 
the Secretary of the Interior and the Federal Power Commission, in 
conjunction, could levy up to one-half mill on these hydroelectric in- 
stallations for participation in the basic cost. 

Mr. Lineweaver. Thank you. 

Mr. Crooxuam. Mr. Chairman, may I submit for your considera- 
tion the amendments that I propose and also two resolutions. 

The Cuatrman. Thank you, Mr. Crookham. The exhibits will be 
printed at this point in the record. 

(The exhibits are as follows :) 
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AMENDMENTs To S. 1388 


1. On page 3, at line 19, following “Sec. 3” and before the word “The”, insert 
“ (a) ” 

2. On page 4, at line 15, insert the following paragraph : 

“(b) In connection with any power project in the Pacific Northwest which has 
been heretofore licensed or is hereafter licensed under the provisions of the 
Federal Power Act (the act of June 20, 1920, 41 Stat. 1075, and all acts amenda- 
tory thereof or supplemental thereto), after the expiration of the original li- 
cense, any new license, renewal license, or annual license issued to be effective 
after the expiration of the original license, shall require payments to the United 
States, in addition to other payments required by law, in amounts hereinafter 
provided for crediting to the Pacific Northwest account. Payments shall be 
made annually by the licensed or operating agency on account of each such 
project, commencing with the date after the expiration of the original license. 
The annual payments for each such project shall be set from time to time by the 
Secretary in consultation with the Federal Power Commission on a comparable 
basis to contributions made to the Pacific Northwest account from other power 
projects participating in such account, but in no event shall the rate exceed one- 
half mill per kilowatt-hour of firm energy for such licensed project. The pay- 
ments may be adjusted from time to time to conform to the then existing par- 
ticipation of other projects in the account, but the annual payment require- 
ment for a given project shall not be adjusted oftener than once each 5 years. 
Payments as herein provided shall be made annually on dates to be set by the 
Federal Power Commission and shall be made to the Secretary of the Interior 
through the Federal Power Commission. If the United States, at the expira- 
tion of the original license, exercises its rights to take over, maintain, and 
operate any licensed project, payments as provided herein shall be established 
in the same manner as if a renewal license had been issued, and the amounts 
thereof shall be made to the Secretary by the operating agency. The Secre- 
tary, in preparing the schedules and reports under sections 1 and 4 of this act, 
shall give recognition to the probable returns to the Pacific Northwest account 
under this subsection (b) of this section.” 


RESOLUTION OF THE CALDWELL (IDAHO) CHAMBER OF COMMERCE 
PACIFICO NORTHWEST IRRIGATION DEVELOPMENT AND FINANCING 


Whereas the development of multipurpose irrigation projects are essential to 
full utilization of the Pacific Northwest water supplies and land, and 

Whereas the use of power revenues to aid repayment of irrigation costs has 
been in effect since April 16, 1906, and 

Whereas the use of Federal power revenues to offset costs of reclamation 
projects is becoming more and more important, and 

Whereas such policy is embodied in Senate bill S. 1388 now in committee and 
scheduled to be heard this 1960 session of Congress: Now, therefore, be it 

Resolved, That (1) the directors of the Caldwell Chamber of Commerce of 
Caldwell, Idaho, endorse the principles embodied in S. 1388 which provides 
integrated planning, development, operation, and financing of Federal water 
development projects within the Pacific Northwest, and the use of Pacific North- 
west Federal power revenues to aid irrigation and to act as a paying partner 
with the water user. 

(2) That such development should be undertaken in an orderly and tenored 
manner, commensurate with economic demands and dollar value. 

(3) That the authorization of federally accountable projects be an act of 
Congress. 


RESOLUTION OF THE BOARD OF DIRECTORS OF THE BLACK CANYON IRRIGATION 
District, Notus, IpaHo 


Whereas hearings on S. 1388 are scheduled for January 22, 1960, before the 
Interior and Insular Affairs Committee of the U.S. Senate; and are tentatively 
planned for January 25, 1960, before the House Committee ; and 





16 PACIFIC NORTHWEST ACCOUNT 


Whereas S. 1388 appears to be enabling legislation enacting an account 
system in the Pacific Northwest which Congress may use at its discretion to 
offset irrigation project costs which are beyond the ability of the water users 


to repay ; and 

Whereas it is obvious that the future welfare of the people of this Nation 
will depend upon the ability of the land to produce adequate food supplies; and 

Whereas water is a prime essential in the production of food and fiber; 
and those irrigation projects with simple, inexpensive diversion and canal 
systems have long been built; new projects recently constructed or to be built, 
are far more costly than former standards of feasibility will justify; and, 
regardless of cost, many new projects will of necessity be built, requiring sources 
of repayment other than the water user; and 

Whereas repayment periods extending beyond 50 years have not been 
considered by the Congress, as advisable and have, in the past, required 
special congressional action for approval ; and 

Whereas the Payette Division of the Boise project, Idaho, would qualify 
for benefits under the proposed Pacific Northwest account: Now, therefore, 
be it 

Resolwed, That the board of directors of the Black Canyon Irrigation Dis- 
trict endorses the principles embodied in S. 1388, and favors legislation which 
will provide means by which future irrigation development may continue. 


The Cuatrman. Senator Church is present at this time and wishes 


to attend some other meetings. Therefore, we will call him at this 
time to make his statement. 


STATEMENT OF HON. FRANK CHURCH, A U.S. SENATOR FROM THE 
STATE OF IDAHO 


Senator Cuurcu. Thank you very much, Mr. Chairman. 

I would like to say at the outset that I am very pleased to greet 
George Crookham, who is one of the leading citizens of my State, 
and who is recognized both in Idaho and, I think, throughout the 
Northwest, as one of the foremost authorities on our river resources. 

He has long championed the concept of a basin account and he 
has been one of the pioneers in Idaho to acquaint the people of my 
State with the importance of this basin account legislation. 

I commend him for that, and I want to joint with you, Mr. 
Chairman, and the other members of the committee, in extending 
him our welcome this morning. 

Mr. Chairman, it is my pleasure to speak in favor of S. 1388, 
a bill to provide for the establishment of the Pacific Northwest 
account. This bill means much to Idaho and the West, and I am 
glad that our chairman, the senior Senator from Montana, is the 
principal author of the bill, and that so many members of our com- 
mittee, the senior Senator from Nevada, the senior Senator from 
Wyoming, the junior Senator from Oregon, and the junior Sen- 
ator from Utah, have joined. In addition, the junior Senator from 
Nevada, the junior Senator from Wyoming, and the senior Sen- 
ator from Oregon, although not members of this committee, have 
always worked closely on all matters advancing the welfare of the 
Pacific Northwest, and they also are joined with us. 

Mr. Chairman, it was at the beginning of this century that Presi- 
dent Theodore Roosevelt told the Congress that it was right for the 
National Government to build dams for water storage in the arid 
one Congress agreed with him and enacted the Reclamation Act 
0 2. 
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The Federal reclamation program, which this act initiated, has 
never been a handout. The Reclamation Act, and the Homestead 
Acts, have enabled arid lands to be opened and developed on a demo- 
cratic, independent basis, which has contributed to the national good 
through the building and development of our region. 

But the law has provided from the start that the water users should 
repay the Government for structures and works which harnessed 
the rivers and brought stored water to the land. At first the water 
users had this burden unaided by the assistance which the river, 
itself, could furnish. But from about 1906 the Congress has per- 
mitted net power revenues from federally constructed projects to 
assist farmers in repaying reclamation costs. 

This came about because as soon as the Federal Government began 
to build large storage dams it became obvious that single-purpose 
dlams were extravagant and wasteful. The multiple-purpose dam, 
designed to most efficiently utilize the water resource at the site, not 
only for maximum irrigation but for flood control, for electric power, 
for navigation, for reclamation, and for wildlife benefits, was de- 
manded. 

The multiple-purpose dam meant that more power could often be 
generated at the project site than was necessary for the immediate 
needs of the project itself. This excess power could be marketed, 
and revenues realized from its sale could repay the Government, 
with interest, for the allocated power portions of the project cost. 

The Pacific Northwest account would apply in the Northwest a 
principle already applied by the Congress to other regions, including 
most notably the upper Colorado River Basin. This principle is 
that net power revenues from federally constructed multiple-purpose 
projects may be used to assist the farmers in repaying the cost of 
irrigation projects which are beyond the ability of those farmers 
to repay within 50 years. 

Irrigation should continue to be one of the objectives to be aided 
by the power revenues. Upstream States should continue to share in 
the growth and progress made possible by the multiple-purpose de- 
velopment of our rivers, notwithstanding the fact that the irrigation 
projects within the ability of the water users to pay for within 40 
years have generally been completed. 

Idaho is a mountainous, headwater State. The snows which fall 
on its peaks and high valleys supply a major fraction of the waters 
which turn the turbines and generators at the dams downstream. 
The 2 million or so acres of fertile, fine soil we have, which awaits 
only water, to join the 2 million acres we have already developed by 
irrigation, are going to be needed to furnish food and fiber for our 
growing population in the generations ahead. 

We must look now and adopt the wise and prudent course of letting 
the river help with this development. This bill will authorize a book- 
keeping procedure wherein unassigned power revenues from all Fed- 
eral dams in the region will be entered as credits to an account to be 
established on the books of the Treasury. 

Charged against this account will be those sums specified by the 
Congress which are the costs of reclamation projects beyond the abil- 
ity of the water users to repay. I should emphasize that the present 
method of authorizing new reclamation projects will in no wise be 


changed. 
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The Secretary of the Interior must still make his report. He will be 
able to include in his report, however, his recommendations for irri- 
gation assistance from the basin account. This is only prudent man- 
agement. Direct, gravity irrigation projects are no longer available. 
Irrigation is now accomplished by pumping from the river and from 
wells where the geology favors this method. 

With a basin account, the new lands to be brought under irrigation 
will be those best calculated by their fertility and character to serve 
the national needs, and not just those which are in a geographical 
proximity to projects which produce power. 

This bill will enable us to use our greatest resource to help finance 
our irrigation growth. I need not tell this committee what an im- 
portant part irrigation plays in the economy of my State and of the 
whole region. 

Mr. Chairman, I think this is a sound bill, and I sincerely hope that 
the committee will act on it promptly and favorably. 

a aOR Thank you very much for your statement, Senator 
urch. 

The next witness will be from Oregon, Mr. LaSelle E. Coles, presi- 
dent, National Reclamation Association. 

Senator Neupercer. Mr. Chairman, I would like to make a very 
brief statement, that we in the State of Oregon are very proud of 
LaSelle Coles and his rise to leadership in the National Reclamation 
Association. Mr. Coles has been the moving spirit behind many 
reclamation projects in the Pacific Northwest in general, and in 
particular Ochoco project, and now the Crooked River project, for 
which he is eminently responsible in the central portion of our State. 

Mr. Coles is a warm, personal friend of mine. I have great respect 
for his ability, for his intellect, for his qualities of character and in- 
tegrity. I am very proud that he is here today representing the Na- 
tional Reclamation Lcadinten, 

The CHamman. You may proceed. 


STATEMENT OF LaSELLE E. COLES, PRESIDENT, NATIONAL 
RECLAMATION ASSOCIATION 


Mr. Cores. My address is Prineville, Oreg. As the Senator has 
said, I am president of the National Reclamation Association. I 
have a-statement from that organization approving the theory adopted 
oe statement is made by our secretary-manager, Mr. William 

elsh. 

I also have a resolution from the Ochoco Irrigation District which 
I would like to have printed in the record. 

I also have a resolution from the Klamath Basin Water Users Pro- 
tective Association which I would like to have printed in the record; 
a resolution from the Prineville-Crook County Chamber of Commerce 
which I would like to have printed in the record; a telegram from 
the Baker County Chamber of Commerce, Baker, Oreg.; and also a 
Pa from the Sucker Creek Irrigation District, Cave Junction, 

reg. 

The CxHarrMAN. All of these matters will be printed in the record at 
this point in your testimony. 

(The documents referred to follow :) 
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STATEMENT OF WILLIAM E. WELSH, SECRETARY-MANAGER, NATIONAL 
RECLAMATION ASSOCIATION 


My name is William E. Welsh. I am secretary-manager of the National Recla- 
mation Association. 

A continued orderly development of reclamation projects throughout the West 
is of the utmost importance to the economy, the future growth, development, and 
the prosperity of that area. 

It is a well-known and well-established fact that practically all of the reclama- 
tion projects that are to be considered today or in the future will be costly and the 
repayment requirements will be beyond the ability of the water users or irriga- 
tion farmers on those projects. Power revenues, where available, must be used 
to assist in the repayment of those costs. 

The policy of using power revenues to assist in the repayment of reclamation 
costs is almost as old as reclamation itself. It dates back to an act passed by 
the Congress on April 16, 1906. 


THEODORE ROOSEVELT 


President Theodore Roosevelt undoubtedly had in mind such a plan as basin 
account or areawide use of power revenues, as indicated from the following quota- 
tion from his letter to the members of the Inland Waterways Commission dated 
March 14, 1907: 

‘“* * * Works designed to control our waterways have thus far usually been 
undertaken for a single purpose, such as the improvement of navigation, the 
development of power, the irrigation of arid lands, the protection of lowlands 
from floods, or to supply water for domestic and manufacturing purposes. While 
the rights of the people to these and similar uses of water must be respected, the 
time has come for merging local projects and uses of the inland waters in a com- 
prehensive plan designed for the benefit of the entire country. Such a plan 
should consider and include all the uses to which streams may be put, and should 
bring together and coordinate the points of view of all users of water. The task 
involved in the full and orderly development and control of the river systems of 
the United States is a great one, yet it is certainly not too great for us to approach. 
The results which it seems to promise are even greater.” 

The National Reclamation Association has for many years been on record to 
the effect that reclamation development on a basinwide multipurpose basis is 
the only manner in which full utilization of river basin water resources can be 
realized. 

RESOLUTION OF 1951 


In 1951 the National Reclamation Association adopted a resolution strongly 
endorsing the above principles. The following is a quotation from that reso- 
lution : 

“Now, therefore, be it 

“Resolved by the National Reclamation Association, That it does hereby endorse 
and approve the general plan of basinwide water resource development and the 
use of revenues from all Federal water development projects within the basin 
to the extent necessary to fulfill the repayment requirements of the reclamation 
projects within the basin.” 


REPAYMENT STUDY COMMISSION 


A few years ago a special committee on repayment was appointed by the Na- 
tional Reclamation Association. This committee was headed by Dean H. T. 
Person, University of Wyoming, Laramie. 

The following is quoted from the excellent report of that committee: 

“The committee recommends that the National Reclamation Association recog- 
nize that the use of power and other revenues from projects within most river 
basins or other geographical areas to aid irrigation development is essential to 
the future development of the water resources of the West. It is further recom- 
mended that the National Reclamation Association support the following prin- 
ones in connection with the use of power and other revenues as recommended 
above: 

“1. That the use of power and other revenues to aid irrigation within a par- 
ticular river basin or other geographical area be based on authorization by 
Congress. 
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“2. That congressional authorization of the use of basinwide power revenues 
for any designated area include a tentative plan for the comprehensive develop- 
ment of the water resources of that area. 


* * a * * oB * 


“4. That no irrigation project or unit of a water development program pe 
included. as a participant in the basinwide power revenues without the approval 
of the affected local organizations. 

“5. That projects in addition to those included at the time of the original 
authorization of a given area may be included as participants in the basinwide 
power revenues upon approval of the affected local organization and authoriza- 
tion by Congress. 

“6. That power rates be established so that power revenues will be sufficient 


“(a) Pay operation and maintenance costs of power features of the 
program, 

“(b) amortize within a 50-year period the construction costs of power 
features of the program with interest at the rate the Federal Government 
is paying for borrowed money, and 

“(c) provide necessary aid in repaying irrigation costs. 

“7, That with respect to multipurpose projects, the principles in regard to the 
rates at which municipal and industrial water are supplied, shall be the same 
as those outlined for power under item No. 6. 

“8. That the annual repayment by the irrigation water users shall be based 
on their reasonable ability to pay. 

“9. That the full cost of the irrigation features of the program shall be repaid 
without interest, through payments by the irrigation water users and indirect 
local and State beneficiaries, and through use of excess power revenues, and 
excess municipal and industrial water revenues where available. 

“10. That the irrigation water users shall continue to pay the annual construc- 
tion charges, until such time as the full cost of the irrigation features of ‘the unit 
or project are repaid, but no longer than that period. 

“The committee is unanimous in support of the principle that the use of 
revenues from power and municipal and industrial water should, to a larger 
degree, assist in the repayment of the cost of irrigation features of water develop- 
ment projects.” 

RESOLUTION OF 1959 ATTACHED 


As a more recent indication of the strong endorsement given to the multi- 
purpose basinwide development and the use of power revenues on that basis 
by the National Reclamation Association, there is attached hereto Resolution 11 
which was adopted unanimously at the last annual meeting of the association 
held in Denver, Colo., in October 1959. 


BASIN ACCOUNT USE IN MAJOR RIVER BASINS 


We would also like to emphasize that--basin account, in principle, has been 
used in several of the major basins of the West. In fact, development in those 
areas would have been impossible without basinwide or areawide use of power 
revenues. That applies particularly to the Missouri River Basin project which 
was authorized in 1944. It also applies to the upper Colorado River storage 
project and to the Central Valley in California. 

We believe that such a plan is the only means by which reclamation develop- 
ment can continue to move forward on a full and comprehensive basis within the 
Pacific Northwest States and we strongly endorse and urge such a plan of 
basinwide multipurpose development in that area. 


RESOLUTION No. 11—BASINWIDE DEVELOPMENT AND FINANCING 
(Unanimously adopted at NRA Denver Convention, October 1959) 


Whereas the complicated and costly multipurpose projects which are today 
essential to the fullest utilization of the West’s limited water supplies, are mak- 
ing power a more and more important paying partner in reclamation develop- 
ment; and 

Whereas the use of power revenues to aid the repayment of irrigation costs 
is almost as old as the Federal reclamation program, and 
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Whereas it is recognized that integrated and coordinated planning, develop- 
ment, operation, and financing of federally constructed water development proj- 
ects within.a river or drainage basin and compact related areas is the most eco- 
nomical, efficient, and feasible method of developing the water resources of many 
river basins and compact related areas: Now, therefore, be it 

Resolved, That: 

1. The National Reclamation Association endorses the principle of integrated 
planning, development, operation, and financing of Federal water development 
projects within a river or drainage basin and compact related areas, and the use 
of basinwide power and other revenues to aid irrigation development within the 
river or drainage basin and compact related areas. 

2. Integrated development and financing, within a river or drainage basin and 
compact related areas, should not abandon the principle that basinwide devel- 
opment should meet reasonable standards of economic feasibility. 

8. That the authorization of all Federal basinwide developments, including 
the use of basinwide accounting, shall be by act of the Congress. 

4. That in any legislation for integrated basinwide development and financing, 
consideration should be given to the repayment of obligations of both existing 
and new irrigation entities within a basin or compact related area. 

5. That in any event integrated development and financing should not be 
imposed on river basins and compact rélated areas or existing Federal or local 
projects without approval of the States involved and established organizations 
of local consumptive users of water that would be affected thereby. 


RESOLUTION OF THE OCHOCO IRRIGATION DISTRICT, PRINEVILLE, OREG. 


Power has been a paying partner with the farmer on federally constructed irri- 
gation projects since 1906. Net power revenues have been used to assist the 
farmer repay his obligation in most of the Western States, and it is a known 
fact that reclamation development would probably come to an end without this 
assistance. 

The continued irrigation development of our arid and semiarid land will mean 
a balanced diet for future generations, and help keep our Nation economically 
strong: Therefore be it 

ResolWwed, That the board of directors of Ochoco Irrigation District do hereby 
urge the Congress to enact the Pacific Northwest account bill (S. 1388 and 
H.R. 3510) into law. 


RESOLUTION OF THE KLAMATH BASIN WATER USERS PROTECTIVE ASSOCIATION 


KLAMATH FALLS, OREG., January 13, 1960. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR MurRAY: The executive committee of this association, in ac- 
cordance with article III, section 2, of the bylaws, met in special session at its 
office on Crystal Springs Road, Klamath Falls, Oreg., on Friday, February 6, 1959, 
and unanimously adopted the following resolution: 

“Resolved, That the Klamath Basin Water Users Protective Association, does 
hereby favor proposed bill to establish a Pacific Northwest account.” 

This association continues ‘to favor enactment of legislation that will establish 
a Pacific Northwest account and respectfully request that this letter be made a 
part of the record at hearing to be held on January 22, 1960. 

Very truly yours, 
BE. M. MITcHE tt, President. 


RESOLUTION OF THE PRINEVILLE-CROOK COUNTY CHAMBER OF COMMERCE, PRINE- 
VILLE OREG. 


Whereas Prineville and Crook County have benefited from a joint financed 
user and public power project, known as the Crooked River Dam and Prineville 
Reservoir ; 
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Whereas, without this joint cooperation, our area would be deprived of irri- 
gation facilities required ; of proper flood control; and recreation benefits which 
will result upon completion of the project ; 

Whereas the use of power revenues to aid repayment of irrigation costs has 
been in effect since April 16, 1906 ; 

Whereas Senate bill S. 1388 provides a plan whereby present and future plan- 
ning, development, operation, and financing of water development projects 
through a Pacific Northwest account would provide for much needed irrigation 
in areas that without such an account would be possibly denied: Now therefore, 
be it 

Resolwed, That— 

(1) The board of directors of the Prineville-Crook County Chamber of Com- 
merce this 11th day of January 1960: endorse the provision of Senate bill S. 
1388 as a method of orderly development; proven financing ; unbiased planning ; 
and execution of these projects most needed, which are eligible under provisions 
of the said bill; 

(2) Favorable consideration should be given by the Congress of the United 
States as being a step forward in the progress of the Pacific Northwest and full 
utilization of our natural resources. 


BAKER, OREG., January 20, 1960. 
LASELLE COLEs, 
Care Congressman Al Ullman, 
House Office Building, Washington, D.C.: 


The Baker County Chamber of Commerce has gone on record favoring H.R. 
3510 and S. 1388 and urges passage of same. 


BAKER CoUNTY CHAMBER OF COMMERCE, 
Ira D. Stages, President. 


JOINT RESOLUTION OF THE SUCKER CREEK IRRIGATION DISTRICT, ILLINOIS VALLEY 
CHAMBER OF COMMERCE, AND THE ILLINOIS VALLEY WATER RESOURCES GROUP 


Whereas there is in existence a general plan or project known as the Rogue 
Basin project in southern Oregon, and as a part thereof there is in existence 
a contemplated project known as the Sucker Creek project in the Illinois Valley 
Division thereof, and 

Whereas the Bureau of Reclamation has over a period of many years spent 
large sums of money in preparing a feasibility report concerning whether or not 
a reclamation project in the Illinois Valley, and particularly the Sucker Creek 
project would be feasible, and 

Whereas the said project has been declared by the Bureau of Reclamation 
to be feasible, and a report in full having been published thereon, and 

Whereas it is now necessary to bring said project up-to-date, and the necessary 
funds therefor having been requested in the current budget recently presented by 
the President of the United States, and 

Whereas the Illinois Valley area above mentioned is an area which hereto- 
fore has been largely dependent on logging and mining operations for the sup- 
port of its economy, but said economic factors having diminished greatly in re- 
cent years due to the depreciation of said natural resources, and there being an 
excess of 5,000 people living in said area dependent upon some type of economy 
to take the place of those industries, and 

Whereas the people in said area are wholeheartedly in favor of a reclamation 
project therein, and have spent several thousand dollars forming the Sucker 
Creek Irrigation District for the purpose of negotiating with the Federal Gov- 
ernment and through the Bureau of Reclamation for the construction of said 
project, and 

Whereas it is understood by the various groups and persons in the Illinois 
Valley community that it will be necessary that certain funds in addition to 
those which the farmers will be able to repay through irrigation assessments 
oe be made available to said project before it could be considered as practical, 
an 
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Whereas it is further understood that the establishment of a Pacific Northwest 
account would facilitate such funds being available for a project such as 
this, now therefore, the Sucker Creek Irrigation District, the Illinois Valley 
Chamber of Commerce and the Illinois Valley Water Resources Group acting 
by and through their respective governing bodies do hereby 

Resolwe and recommend to those persons who will have the decision in this 
matter, That they give every consideration to the establishment of the Pacific 
Northwest account in such a manner as will facilitate the obtaining of the needed 
funds in the manner described above to make possible the Sucker Creek project in 
the Illinois Valley Division of the Rogue Basin projects, and such other projects 
as may be depending upon the establishment of such an account for their ex- 
istence. It is further 

Resolved, That this resolution be presented at the House and Senate Com- 
mittee hearings in this matter by LaSelle Coles in behalf of the respective groups 
executing this resolution. 

Mr. Cores. Mr. Chairman, I am also president of the Northwest 
Irrigation Account League, which was organized for the purpose of 
acquainting the people of the Columbia Basin with the necessity of 
using power revenues to assist irrigation development. 

Federal reclamation as we know it started with the Reclamation Act 
of 1902. This act gave the farmer a 10-year period to repay the cost 
of development. Research does not reveal why the repayment period 
was limited to 10 years, but it is apparent that this was too short a 
period of time. 

In 1914 the repayment period was increased to 20 years and again in 
1924, as a result of the recommendations of the Fact Finding Commit- 
tee, the repayment period was increased to 40 years, plus a 10-year 
period of development, or a total of 50 years. This repayment period 
was reconfirmed by the Reclamation Act of 1939. 

The 40-year repayment period plus a 10-year development period 
has been a part of our reclamation law for 36 years. I would like to 
point out that laws can become obsolete the same as automobiles, and 
I am sure this 50-year repayment period is obsolete. 

Our cheap and easy-to-construct projects have been built; conse- 
quently the farmers cannot repay the cost of new projects within a 
50-year period. Fred Seaton, lana of the Interior, has made this 
statement in several of his talks. I was a member of a repayment 
study committee of the National Reclamation Association in 1955, and 
in our report we reached the same conclusion. 

If we are to continue to reclaim our arid and semiarid land, the 
farmer must be assisted in carrying the repayment burden. As I see 
the picture, we can do one of three things: 

(1) Ask for a direct subsidy from the Federal Government. I do 
not believe the people of the East, South, and Midwest are ready to 
subsidize the development of the West, and as a westerner I am not 
ready to ask them. 

(2) Increase the repayment period to 75 or 100 years. This was 
proposed to congressional leaders and was not received favorably. 

And finally, (3) use net power revenues to assist the farmer in re- 
paying the cost of the development. This bill to establish a Pacific 
Northwest account would make the use of net power revenues possible. 

Power has been accepted as a paying partner with the farmer since 
1906, when legislation was enacted. The passage of the Boulder 
Canyon Act in 1928 changed our philosophy of reclamation from 
single-purpose development to multiple-purpose development. Prac- 
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tically all of our great Columbia River developments have been mul- 
tiple purpose. 

This theory was carried further in the Missouri River Basin project, 
the Central Valley project, and the upper Colorado River Basin proj- 
ect. In each of the last three stated projects, power returns and the 
construction costs returned by the farmer were pooled to make the 
overall project feasible. 

These projects are for all practical purposes basin accounts. We 
have used the same concept in the Columbia Basin on a hit-and-miss 
basis. At the present time we have power assistance totaling $520 
million. The farmers on these projects receiving power assistance are 
being helped by the people living in the cities who pay the power bills. 

This procedure is justified because most of these power user's would 
not be living in the West if it weren't for the development of our 
agricultural lands through reclamation. What would Idaho, Arizona, 
Oregon or Washington amount to without reclamation ? 

In the Missouri River Basin project, the Upper Colorado River 
Basin project, and the Central Valley project, the basin account came 
first and the development followed. In the Pacific Northwest, the 
basin account will follow part of the development. 

All existing Federal hydroelectric projects and all irrigation proj- 
ects using power assistance are funneled into the account. The 
farmer pays within his ability to repay for 50 years, and net power 
revenues repay the balance. This is in conformity with legislation 
approved by this committee in authorizing recent projects. 

The Northwest account bill which we are considering is enabling 
legislation with the exception of already constructed projects which 
have repayment periods longer than 50 years. Net power returns 
will pick up the remaining obligation of the projects after the water 
users pay for 50 years. 

We believe this justifiable, as it will place all groups of farmers in 
the Columbia Basin in the same repayment situation. Is there any 
reason why one group of farmers should repay within their ability to 
pay for 50 years and their neighbors pay for 70 years ? 

The Bureau of Reclamation informed me, at my request, that it 
will take about $30 million to take care of the older districts. This 
amounts to only 6 percent of the $520 million of power assistance to 
irrigation in the basin today. 

In the bill, future authorizations and appropriations will be made 
by Congress, which leaves the control in the hands of Congress as it is 
at the present time. This is the way it should be. The bill provides 
for a report by the Secretary of the Interior on the status of the ac- 
count to the President and Congress. I believe you should know the 
status of the account at all times. 

With this information, you will be more able to make decisions on 
future Pacific Northwest irrigation projects which are before you for 
consideration. 

The enacting of this bill into law will not cause an increase in power 

rates as some have claimed. The bill specifically says financial feasi- 
bility shall be made on any project without increase in the then pre- 
yailing power rate schedule. None of the now existing contracts for 
power or water will be modified or changed. It merely makes net 
power revenues available after payout of the power investment to- 
assist the farmers repay their construction cost. 
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We have spent $314 billion of Federal funds to date to carry out 
reclamation ee On the other side of the ledger, we produced 
crops and sold power valued at approximately $1 billion in 1957. At 
this rate we would create enough wealth in 314 years to equal all that 
has been spent since 1902. 

This does not take into consideration the value to the Nation of 
flood control, recreation, stream stabilization from return flow, in- 
creased value of land, taxes to the State and Federal Government, 
and many other indirect values too numerous to mention. 

The West would be a sorry place in this day and age without recla- 
mation. Favorable consideration by this committee and the Congress 
of the Pacific Northwest account bill will aid in the future irrigation 
development of the Pacific Northwest. 

Now, Mr. Chairman, as president the Pacific Northwest Irrigation 
Account League, I would like to say that we have spent a lot of time 
in the Northwest trying to educate the people on what this bill con- 
tains. I have appeared in Portland, Seattle, Spokane, Pasco, and 
many other communities. As far as I know, there is very little opposi- 
tion to the bill. 

When I appeared before the farm committee of the Portland 
Chamber of Commerce, they went on record as favoring the bill. We 
believe it is a good bill. We spent 4 years educating the people and 
working on this bill. We do not believe you can find too much wrong 
with it. We hope that you will enact it into law. 

Thank you, Mr. Chairman. 

Senator Nreusercer. Mr. Coles, I would like to ask you one ques- 
tion, if I may. 

This bill, of course, applies only to the Pacific Northwest region. 

Mr. Cotes. That is right, sir. 

Senator Neupercer. Have you canvassed opinion among irrigation- 
ists and reclamation groups in other portions of the Western States 
as to their attitude on this bill ? 

Mr. Cotes. Yes, I have, and I have not been able to find any opposi- 
tion, because practically all of the other States are doing the same 
thing as we propose in this bill. 

Senator Nreuspercer (presiding). So you would say that public 
opinion, at least among water users and reclamation groups, is in 
favor of this bill, so far as you have been able to ascertain ? 

Mr. Cores. I have found no one who opposes the bill from the other 
States, sir. 

Senator Nevupercer. Have you encountered any opposition to any 
considerable degree in the Northwest among what I would describe 
as the general public or among other groups than reclamation groups? 

Mr. Coes. There is only one group which has voiced an opposi- 
tion to this group, and that is Mr. Gus Norwood and the public power 
group. That is the only one that I know. 

Senator Neupercer. Have you any questions, Senator Moss? 

Senator Moss. No, I have not. 

Mr. Coxks. I would like to say, Senator Neuberger, if I might, in 
answering that question further, that I have talked to the private 
power groups. I wanted to educate them on the bill. 

I talked to our own Pacific Power & Light Co., Portland, the Port- 
land General Electric Co. of Portland, the Washington Water Power 
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of Spokane, and they voice no objection to the bill. They thought it 
was a good bill. At least that is what they told me. 

Senator Neusercer. How would the private power companies be 
affected by this bill if, indeed, they would be at all? 

Mr. Cotes. I do not think they would be affected, only to this extent: 
that when you build an irrigation project, you build the economy of 
an area. Those people living in the area buying private power would 
help them increase their business. It would be the same as an indus- 
try coming into the area or another business. So they would only be 
serving the customers that would develop the land. 

Otherwise, they have no benefits in the bill, but only as to the gen- 
eral development of our area. 

Senator Neupercer. If irrigation were expanded in the Pacific 
Northwest as a result of this bill, would it produce many of the crops 
which are in surplus and are such a source of aggravation and expense 
in many instances to the Nation ? 

Mr. Corxs. No, sir. That is one of the arguments in favor of recla- 
mation, in my opinion. Whenever you build an irrigation project, 
you change the economy of an area from wheat, where they are pro- 
ducing wheat, to a different type of agriculture, livestock, row crops, 
and seeds, many, many other crops which are not in surplus. So actu- 
ally, by building irrigation projects, you reduce your surplus and 
those farm commodities which are bought by the Federal Government. 

Senator Neusercer. Thank you very much, Mr. Coles. 

I notice there are two other gentlemen from Oregon with you. Are 
they to appear also as witnesses ? 

Mr. Corzs. Yes, sir; they will appear. 

Senator Neupercer. Mr. Lineweaver would like to ask a question. 

Mr. Lrneweaver. Mr. Coles, you spoke of the attitude of the PUD. 
Did I understand you to say that that was unanimous on the part of 
the PUD’s? 

Mr. Coxzs. No, sir; it isnot. I know a good many PUD’s which 
favor the bill and have no opposition to it. I think we could submit 
to this committee, if they would so desire, resolutions from those 
organizations. 

Senator Neusercer. I think it would be helpful to have such reso- 
lutions just as a gage of opinion. 

Mr. Cotes. We do not have the resolutions today because we did not 
realize we would get this opposition. But I know we can present the 
committee with resolutions from members of Mr. Norwood’s organ- 
ization which do not have the same feeling. 

Senator Neusercer. Mr. Lineweaver informs me that the hearing 
record will be kept open for 10 days to receive those resolutions, and, 
- of course, any other resolutions either for or against the bill. That 
is not only for you, Mr. Coles, but anyone else here who is interested 
in the legislation either favorably or adversely, that the hearing 
record will be kept open for about 10 days. 

You can send your resolutions either to Senator Murray or Mr. 
Lineweaver, of the Senate Interior Committee, or any other expres- 
sions of opinion that you desire to have in the record. 

Mr. Coles, thank you very much for being here. 
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The acting chairman has received a good many telegrams and other 
communications in favor of the bill. These, in favor of the bill, will 
appear, without objection, in the hearing record. 

We also have received a letter in opposition to the bill sent by 
Mr. Gus Norwood, executive secretary, Northwest Public Power Asso- 
ciation, with an attachment. This will appear in the hearing record 
also. 

(The documents referred to follow :) 


REDMOND, OrEG., January 18, 1960. 
Senator JAMES BE. Murray, 
Chairman of Interior and Insular Affairs Committee, 
Washington, D.C.: 

We finance 525 farm operations in the North Unit Irrigation District and feel 
that cutting down the total years’ indebtedness against the land would increase 
the amount loanable by long-term farm finance companies, thereby helping these 
farmers. We urge your support of Senate bill 1388. 


CENTRAL OREGON PRODUCTION CREDIT ASSOCIATION, 
W. C. Hays, Secretary-Treasurer. 


BAKER, OREG., January 20, 1960. 
Hon. RIcHARD L. NEUBERGER, 
Senate Office Building, Washington, D.C.: 
The Baker County Chamber of Commerce has gone on record favoring S. 1388 
and urges passage of same. 
BAKER COUNTY CHAMBER OF COMMERCE. 


RESOLUTION OF THE VALE OREGON IRRIGATION DISTRICT 


Whereas the watershed of the Vale Oregon Irrigation District is a part of that 
area in the State of Oregon draining into the Snake River and is a part of the 
watershed draining into the Columbia River ; and 

Whereas the Agency Valley Reservoir on the North Fork of the Malheur River 
and the Warmsprings Reservoir on the Middle Fork of the Malheur River pres- 
ently withhold freshet waters and the proposed Bully Creek extension of the 
Vale Federal project, when constructed, will also withhold floodwaters, draining 
into the Columbia Basin watershed ; and 

Whereas each of the three projects contribute to a firm flow of the main stream 
later in each season and therefore contribute to the firm power deliverable under 
the power projects on the stream below us; and 

Whereas we believe that all projects contributing to the output of the Columbia 
Basin system should participate in varying degrees in the net profit of such 
Federal power project : Now, therefore, be it 

Resolved by the board of directors of the Vale Oregon Irrigation District being 
assembled and meeting on this 18th day of January 1960, all members being 
present, that: 

1. The Vale Oregon Irrigation District does hereby endorse the bills now in 
Congress which purpose to bring about the accomplishment of such desirable 
results, and does specifically endorse S. 1388 and H.R. 3510; 

2. That a copy of this resolution be filed with the subcommittee of the Senate 
Committee on Interior and Insular Affairs, and the Subcommittee on Irrigation 
of the Committee of Interior and Insular Affairs of the House of Representatives 
and that one copy be delivered to each, U.S. Senator Wayne Morse, U.S. Senator 
Richard Neuberger, and U.S. Representative Al Ullman, Second Congressional 
District of Oregon. 


50992—60—pt. 1——-3 
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AMERICAN FARM Bureau FEDERATION, 
Washington, D.C., January 21, 1960. 
Senator CLINTON ANDERSON, 
Chairman, Subcommittee on Irrigation and Reclamation, Washington, D.C. 


Dear SENATOR ANDERSON: The American Farm Bureau Federation supports 
the basin account principle, as proposed for the Pacific Northwest area, 

Our current policy in this connection, as approved by the voting delegates of 
our member State farm bureaus at our last annual meeting, is as follows: 

“We favor the general principle that revenues from related projects in a 
watershed basin should be paid into a basin account to further maximum devel- 
opment of land and water resources in the watershed. This procedure should 
not be abused by the inclusion of uneconomic projects.” 

Sincerely yours, 
Matt Triaes. 


STATEMENT OF Byron C. BRINTON, Epitor, THE Recorp-CourRIER, BAKER, OREG., 
ForRMER MEMBER OREGON WATER RESOURCES BOARD 


I am making this statement in support of S. 1388 and H.R. 3510 because I 
believe that the Pacific Northwest ‘account principle is a fundamental step that 
must be taken if the National Government is to guide the development of the 
region’s water resources into a pattern of maximum, comprehensive utilization 
for the greatest public benefit. 

In very simple terms, the argument for the use of surplus power revenues as 
reclamation assistance can be stated pointedly: Our cheap irrigation projects 
are all built—our most vital and important reclamation projects remain to be 
constructed. 

But in facing this vital role of assuring an explosively rising population of 
food and fiber the agricultural industry faces economic realities that mark this 
as the paradoxical occasion when it is least able in all its history to make a 
capital investment in the long-range task of applying water to the soil. Agri- 
culture is experiencing its lowest parity level in 30 years. 

In reclamation this disparity in the capacity to accomplish a vitally necessary 
national job of developing water cannot be expected to correct itself in our era 
without pooling water resource values. On the one hand the Nation, nor the 
world, is of no mind to allocate to agriculture a greater share of income. On 
the other hand the task of building reclamation works has already passed its 
golden age of economy and costs have been on the rise—the capacity of the 
soil to finance its own water is unfortunately not keeping pace with the urgency 
of this national task. We are not speaking of surplus commodities when we 
speak of irrigated agriculture. We are speaking of commodities which are 
already feeling the impact of population pressures; but there are no acres of 
irrigated agriculture under favorable climatic situations in the soil bank. Thus 
the program of reclamation must not only be a forward-looking program meeting 
rising demands by bulging populations but it is also a defensive program; for 
the acreages that are annually falling to the bulldozer, the subdivision, the 
freeways at the rate of over a million acres, are largely the acres that can only 
be replaced by irrigated agriculture in areas where similar soils are available 
under a climate that will accommodate the production of similar produce and 
commodities to replace those formerly harvested upon the sacrificed land. 

No individual farmer, no combination of farmers alone, nor agriculture as an 
industry alone, can put water in the soil bank, as you would put soil in the soil 
bank. Only a foresighted, long-range program of comprehensive river basin 
and regional water resources development can do that through a balanced, multi- 
purpose approach to the problem. 

The reclamation assistance principle earmarks water for the soil by assuring 
economic feasibility for its ultimate and vitally necessary application to soil. 

If public policy does not put water aside for the soil, it will not ultimately 
be there. We do not need to elaborate upon the bitter competition in the Pacific 
Northwest these past few years for the remaining water resource, nor upon 
the delicate assurances that protect any public values in water against the dom- 
inant tide of single-purpose licenses, less than complete basin plans and com- 
promised controversies with private appropriations. Suffice it to say that the 
bitter competition, the great motivation, the immediate economic justification 
stems from nearly all uses for water except its reservation for application 
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to the soil; and in nearly all instances, license provisions and claims notwith- 
standing, these are single-purpose appropriations that are rapidly depleting our 
water reserve. 

I cannot emphasize too much my conviction that if the long range is to see 
comprehensive utilization of the Nation’s water resource the blueprint of that 
multiple-purpose approach must be written into law in 1960 and must guide our 
thinking now and not wait for 1970 or 1980. The Pacific Northwest account 
principle would effectively return reclamation to the justifiable position of re- 
joining the competition for wtaer. At the same time it would activate the 
initial planning, the authorizations, and for some projects the construction 
phases, of irrigation projects which must have their beginnings soon if they 
are to be delivering water to vital soils by 1970 and 1980. 

It is obvious that the pooling account is not a new principle and that already 
power returns from certain projects are pooled with repayment capacity of 
farmers to make certain attendant irrigation features feasible. It does, how- 
ever, seek to convert a hit-and-miss principle into an orderly regional policy. 
Just as it proposes to physically coordinate the function of water from the 
high elevation of the back country on down along its fall to the ocean, so does 
it unify our economic and financial accounting for that water to assure that 
each development link in its utilization is full and strong. The basin account 
seeks to make full regional development feasible just as the customary project 
concept combines its total benefits to make all of its features practical. It as- 
sures a balance of development for maximum multiple values in a whole region. 
It is a resource conservation tool. It does not subsidize or reduce the repayment 
obligation of farmers within their capacity but it enhances the capacity of 
the Nation to achieve water conservation. 

The Northwest account would effectively referee the present competition be- 
tween powerful single-use water appropriation forces and the presently impotent 
position of irrigation project forces, building for the day when great population 
demands for food as well as power and industrial uses can be met. 

The legislation, it seems clear to me, will accomplish this beneficial program 
for water within the scope of congressional surveillance as specific projects 
unfold, and without autonomous regional authority. It will accomplish a great 
program without public subsidy. It does not use interest component funds that 
were proposed under earlier basin-account bills. It proposes to use unassigned 
revenues from regional power projects for reinvestment in comprehensive water 
projects in the same region. 

I believe the reclamation use of water is a good and vital use for water. I 
believe that if this use is to be accomplished this account principle is im- 
mediately necessary. I believe the present bill is sound as a means of writing 
this principle into action. 


STATE OF OREGON, 
HALL OF REPRESENTATIVES, 
Salem, January 18, 1960. 
Senator James A. Murray, 
Chairman, Interior and Insular Affairs Committee, 
Washington, D.C. 


DEAR SENATOR Murray: As president of the north unit irrigation project and 
as a taxpayer of Oregon I am writing in favor of Senate bill S. 1388 which is 
slated for hearing later this month before your committee. 

We who are paying full construction charges on federally constructed irriga- 
tion projects feel we should not be treated any different than the people on the 
projects that now come under legislation charging the balance we are unable to 
pay beyond a 50-year payment to our Federal power projects. 

We farmers living in the irrigation projects will leave a heavy debt on our 
grandchildren to pay 90 years from now as the law stands, which we feel should 
not be. This should be cared for before that time. 

, The businesses of our communities receive considerable benefits from our 
irrigation projects as well as the income tax we farmers pay each year to the 
Federal Government. 
In closing once again I urge your support in passing this bill to the floor of 
the House for final passage by the Senate. 
Very truly yours, 
BEN Evicx, 
State Representative of Oregon. 





30 PACIFIC NORTHWEST ACCOUNT 


Maopras, OrsEG., January 15, 1960. 
Hon. JAMES A. MuRRAY, 
Chairman, Senate Interior and Insular Affairs Committee, 
Washington, D.C. 


My Dear Sir: In the matter of Senate bill No. 1388 referred to as the Pacific 
Northwest account bill, dealing with the future payments of the costs of irrigation 
projects under construction and those that have been constructed under conditions 
that will not allow final payment during the time now required by law. 

I have been in this area a long time and assisted in securing the construction 
of the north unit irrigation project here in Jefferson County, which has and is 
making many additional homes for people from all walks of life. At the time of 
the construction of this project we believed that the costs could be easily met 
within the 50-year period as required by law. After the general conditions and 
inflation has hit us, that the present contract of about 75 years, I do not see how 
the farmers can possibly meet the 50 years, or even the 75 years in repaying the 
Government; therefore that through this bill, the Pacific Northwest account bill, 
they may eventually pay out. 

I find that Congress has already granted some relief to high cost projects in 
Similar situations as we are, especially one in an adjoining county. The inflation- 
ary trend, with the higher costs and etc.; also the higher cost of construction of 
this project than was anticipated, this bill should bring some relief. 

I trust that you will feel favorable to assisting in the relief of our farmers 
in the north unit of the Deschutes project. 

Iam, 

Yours truly, 


Howarp W. TuRNER. 


JEFFERSON COUNTY, 
STATE OF OREGON, 
Madras, Oreg., January 13, 1960. 
Hon. JAMES A. MURRAY, 
Chairman, Senate Interior and Insular Affairs Committee, 
Senate Office Building, Washington, D.C. 


DEAR SENATOR MurrAy: The county court of Jefferson County, Oreg., heartily 
endorses all the features embraced in Senate bill S. 1388 which provides for 
the establishment by the Secretary of the Interior of a Pacific Northwest 
account. 

We feel it would be a great help to us in the Deschutes project in many ways 
to shorten our present repayment schedule from 76 to 96 years down to 50 years 
which in itself would be an added attraction for prospective buyers. With cur 
repayment cost of $240 per acre as compared with the Columbia Basin of $85 
you can readily see that on a competitive basis we are considerably out of line. 

We also feel that all Federal development in the Pacific Northwest should 
be on a tie-in basis, such as power and reclamation. To meet the needs of 
our anticipated population growth in the next 10 years, this could be very 
important. 

It is our hope that you and your committee will concur in this and we urge 
your continued support. 

Very truly yours, 
JEFFERSON COUNTY COURT, 
H. A. Dussautt, Judge. 


CLYDE WARD & Sons, 
Baker, Oreg., January 13, 1960. 
Hon. James A. MurrRaAy, 
Interior and Insular Affairs Committee, 
U.S. Senate, Washington, D.C. 

My Dear Senator: I would like to urge you to lend your support to the 
passage of S. 1388, providing for the establishment by the Secretary of the In- 
terior of a Pacific Northwest account. This bill will soon be coming up for 
hearing under your chairmanship soon. 

As a farmer and State director of the Oregon Reclamation Congress I feel 
passage of this bill would be extremely beneficial to future irrigation projects in 
the Northwest, as does the Congress itself. 

Thanking you kindly for your attention, I remain, 

Sincerely yours, 
ALVIN WARD. 
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SALMON RIvER CANAL Co., LTb., 
Hollister, Idaho, January 14, 1960. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 


Dear Sir: This is to advise you that the board of directors of the Salmon 
River Canal Co. at a meeting held on January 11, 1960, adopted a resolution 
urging the enactment of S. 1888 “to provide for the establishment by the Secre- 
tary of the Interior of a Pacific Northwest account, and for other purposes.” 

The Bureau of Reclamation has been engaged in an extensive reconnaissance 
investigation to determine the probable feasibility of providing supplemental 
water from Snake River to lands on the Salmon tract.. This resulted in the 
issuance of a report, “Salmon Falls Project, Idaho, Reconnaissance Report,” 
dated February 1959. The Bureau is now engaged in preparing a final feasi- 
bility report. For further information about this proposed project, I am en- 
closing a copy of the statement of Harry Noh, the then president of the board 
of directors, before the Senate Select Committee on Natural Resources at a 
hearing held at Boise, Idaho, on October 13, 1959. 

Preliminary estimates indicate that the final construction cost will exceed 
the water users’ ability to repay and that the project to be financially feasible 
must secure some source of financial assistance. We believe that the proposed 
basin account legislation, if enacted, could possibly be of some assistance in 
this respect when this project is eventually submitted to Congress for 
authorization. 

Very truly yours, 
LYLE SCHNITKER, 
President, Board of Directors. 


STATEMENT OF HARRY NOH, PRESIDENT, BOARD OF DIRECTORS, SALMON RIVER 
CANAL Co., HOLLISTER, IDAHO 


My name is Harry Noh and I live at Rogerson, Idaho. I am a farmer and 
livestock grower. I am president of the board of directors of the Salmon River _ 
Canal Co. and I have been authorized to make this statement on behalf of the 
board of directors. 

Our purpose in presenting this statement is to briefly place before you the 
facts concerning the serious water shortage confronting our project, to review 
briefly proposed plans of the Bureau of Reclamation to provide a supplemental 
supply of water, and to urge, in every way possible, the completion of a feasibil- 
ity report by the Bureau of Reclamation and the submission of that report to the 
Congress with recommendations that the project be authorized. 

The present Salmon project, comprising approximately 35,000 acres, is located 
on the south side of Snake River in Twin Falls County south of the city of 
Twin Falls near to the southern boundary of the State. This tract has faced 
serious water shortages since its inception in the early 1900’s. The project 
started as a Carey Act project in 1908. The water supply comes from Salmon 
Falls Creek, which originates in northern Nevada, and flows northerly into 
Snake River. A large concrete arch-type dam was built in 1909 on Salmon Falls 
Creek, the highest dam of its type in the country when constructed. It was so 
located, however, that there was large leakage of the water behind it. In addi- 
tion, much of the canal system was so located or constructed that there was a 
large loss of the water transported. 

Water was first delivered to the farms of the Salmon tract in 1911. The orig- 
inal Salmon tract proposed to be irrigated contained 150,000 acres and was in- 
corporated with 150,000 shares of stock. Because of the insufficient water 
supply due to a combination of these facts, the tract was reduced to 72,000 acres, 
and again in 1918, was further reduced to 35,000 acres and the number of shares 
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reduced to 60,000. Despite this fact, the tract over the years has been dras- 
tically short of water. This is graphically shown by the followng tabulation 
showing water deliveries per share of stock since 1924. 


Farm delivery in Farm delivery in 
acre-feet per share acre-feet per share 








NotTE.—36-year average equals 0.665 acre-feet per share. 


It will be noted that the 36-year average is only 0.665 acre-foot per share, 
or approximately 1 acre-foot of water per acre on the basis of 35,000 acres. 
It will be noted also that this year, for example, there was only approximately 
one-half of 1 acre-foot of water per acre on the basis of 35,000 acres. The set- 
tlers, of course, reduced the amount of acreage farmed, but even so, there has 
been great hardship and a terrific economic loss. According to the Bureau of 
Reclamation, a farm delivery of 2.85 acre-feet is considered a minimum amount. 
In no year of record have we ever come even close to this amount. 

The land is of the highest type of fertility and of excellent topography. The 
whole area is well developed with roads, schools, towns, and excellent farm 
homes. The people on the tract are, as a whole, excellent farmers and, in those 
years when they have had even a semiadequate water supply, have grown crops 
equal to those grown on the more widely known Twin Falls tract which has a 
full supply of water and which adjoins the Salmon tract on the north. I be- 
lieve it is not open to dispute, no other irrigation system in the State uses the 
water as efficiently as does the Salmon tract. 

The landowners on the tract have done everything within their power to help 
themselves. In 1947, at the cost of several hundred thousand dollars, they 
purchased all available ranches and water rights on the upper reaches of the 
stream in Nevada and transferred that water down to the Salmon tract. They 
have expended large sums of money over the years in straightening the stream 
in Nevada and in killing willows and other water-consuming growths. Like- 
wise, large sums of money have been spent in rebuilding sections of canals, 
eliminating laterals with large losses, and in repairing sections of the main 
canal where losses are large. 

Finally, in 1954, through the cooperation of our congressional delegation, we 
requested the Bureau of Reclamation to make an investigation as to possible 
sources of supplemental water supply. The regional office of the Bureau did, 
in 1956, make two preliminary investigations. An investigation was conducted 
by the regional office into the possibility of diverting water from the East Fork 
of the Jarbidge River into the Salmon Falls Creek drainage in Nevada above 
the Salmon Falls Creek Reservoir. The investigation explored two possibili- 
ties for diversion. The findings indicated that the adoption of either plan could 
not be justified because of the extreme high cost to deliver the limited water 
available. The Bureau also made a preliminary appraisal of the possibility 
of using the storage flow of Rock Creek, lying east of the tract, as a source of 
supplemental water supply. The results of this preliminary analysis indicated 
that a development based on Rock Creek storage alone would not solve the 
pressing supplemental water supply requirement of the Salmon tract. 

Following these preliminary investigations, the Bureau of Reclamation, dur- 
ing the past 2 years, has been engaged in an extensive reconnaissance investi- 
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gation to determine the probable feasibility of providing supplemental water 
from other sources to lands on the Salmon tract. This has resulted in the 
issuance of a report entitled “Salmon Falls Project, Idaho, Reconnaissance 
Report” dated February 1959, comprising some 80 pages. No attempt will be 
made in this statement to go into the details contained in this report, but 
I will highlight the more important features. 

The investigations conducted for the report consisted of evaluation of engi- 
neering plans for diverting water from Snake River and delivering it to the 
Salmon Falls tract, together with related economic, water supply, and project 
land evaluations. Available information on ground water resources of the Snake 
River Plain were appraised in relation to the water supply requirements of the 
Salmon Falls tract and data from the upper Snake operation studies and operat- 
ing records and investigations of other developments were utilized. The esti- 
mates of facility requirements and the costs to provide Snake River water 
were rather general in nature but indicated in general the overall economic 
feasibility. The report also contains topographic surveys and reconnaissance 
geological investigations regarding the pumping plant sites and for the canal 
line route from Milner Dam on Snake River to the Salmon Falls tract. Also 
an agricultural economic analysis was made and land classification studies 
were conducted. 

Of the many plans that might be effective in providing supplemental water 
supply, those involving use of surplus flows of Snake River and surplus flows of 
Rock Creek have the most promise. Water from Snake River must be diverted 
above Milner Dam, since the river enters a deep canyon at this point. In 
dry years the study showed that all the water of Snake River is completely 
appropriated above Milner Dam. Consequently, any use of Snake River water 
during periods of low water supply would require replacement. 

A number of possible sources of replacing water which could either con- 
tribute to or fully provide replacement of the water supply which would be 
diverted from Snake River were studied. Among the sources investigated which 
could provide this replacement are: 

1. Obtaining storage from American Falls Reservoir that is now utilized for 
power producttion purposes. 

2. Development of ground water in the Snake River Plain north of Snake 
River that is nontributary to the river above Milner Dam. Water thus developed 
would be used in exchange for Snake River water diverted at Milner Dam and 
by discharging it directly into Snake River above Milner Dam it could be used 
without exchange. 

3. Utilization of water that would otherwise spill at Milner by modification 
of present storage operation and the addition of new storage. Storage opera- 
tions could be coordinated with ground water replacement to increase the yield 
of irrigation water from the Snake River above Milner. 

4. The possible development of ground water within the Salmon Falls tract. 

With respect to project works, the use of Snake River and Rock Creek flows 
would require a 37-mile canal between the Milner pool and the Salmon Falls 
tract. Snake River water would be diverted by pumping and surplus flows of 
Rock Creek would be picked up where the diversion canal route crosses Rock 
Creek. It would be necessary to relift a portion of the new water supply near 
the tract boundary. Within the tract, the imported water would be delivered 
into existing distribution canals serving a lower segment of the area requiring 
supplemental water. Salmon Falls Creek water now within the lower area 
would be applied to an upper 14,000 acre portion of the tract, the major portion 
of which lies higher in elevation than the point of entry of the new water. The 
available supply of water from Salmon Falls Creek to the upper area would 
provide an adequate water supply there. 

Two development plans were investigated and are discussed in the report. 
The difference in the plans is in the total area to be served. One plan would 
serve the 35,000 acres of irrigable land that now have water rights in Salmon 
Falls Reservoir. The second plan would provide for the supplemental needs 
of this 35,000 acres of water right lands and also provide an adequate supply 
to some 15,000 acres lying east of the Salmon tract which do not have any storage 
right in Salmon Falls Reservoir. We, of course, are primarily interested in 
providing a supplemental water supply to the existing irrigated lands now served 
by the Salmon River Canal Co. which do not now have an adequate water right, 
but the overall cost figures indicate that the charge per acre would be less if the 
larger area were included. The report concludes that the delivery of water to 
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the Salmon Falls tract from Snake River has engineering feasibility and that 
the lands on the project are well suited for the development contemplated. 

Of the greatest significance to us, however, is that the regional office of the 
Bureau of Reclamation in this report unequivocally recommended that the 
Bureau now undertake the preparation of a final feasibility report, and Bureau 
officials have advised us that the preparation of a final feasibility report will be 
undertaken. This report, we are informed, will contain more detailed engineer- 
ing plans and cost estimates and a more complete analysis of financial and agri- 
eultural economic factors. This report, when completed, will then be the 
basis for a recommendation to the Congress that the project be authorized. 
We take this opportunity to commend the regional office of the Bureau of 
Reclamation for the excellent work that it has done in investigating feasible 
ways to supplement our deficient water supply. But we strongly urge that the 
report be completed at the earliest practicable date. We further urge that 
adequate funds to complete the feasibility report be appropriated by the Con- 
gress and when it is completed, and submitted to the Congress with recommenda- 
tions, that it receive the sympathetic consideration of the appropriate committees 
of Congress. Our own congressional delegation is aware of our problem and 
has been most helpful. 

It is our sincere belief that in any evaluation of the future development of 
the water resources of this area, which is now being considered by this com- 
mittee, an important and integral factor, which cannot be ignored, is the fur- 
nishing of a supplemental water supply to the Salmon tract. It is our con- 
sidered judgment, and I am sure that our views are shared by most of the 
farmers of Idaho, that in considering plans for future development of irriga- 
tion in this area it is more important at this time to provide supplemental water 
for existing irrigated lands whose water supply is inadequate than to bring in 
vast areas of new lands. 

We appreciate the opportunity of presenting our views to this committee. 


Mapras, Orea., January 18, 1960. 
Hon. JAMES A. MurRAyY, 
Chairman, Senate Interior and Insular Affairs Committee, 
U.S. Senate, Washington, D.C. 


DeEAR SENATOR MurRRAyY: I am writing in regard to Senate bill S. 1388 which I 
understand is before the Interior and Insular Affairs Committee for consider- 
ation and hearing on January 22, 1960. 

I wish to lend my support to the favorable consideration of this bill as the 
Pacific Northwest account principle is, in my opinion, a vital necessity in 
equalizing present development of hydroelectric and irrigation development of 
the Columbia watershed area. 

At present there is a great variation from approximatley $85 to $250 per acre 
construction charges on irrigation projects in this area. The future develop- 
ments will be even more expensive as the less costly have already been esta- 
lished. While we recognize we are, at the moment, blessed with plentiful 
production of necessary foods and fiber, the future need of our expanding popu- 
lation will someday force the construction of these more expensive projects. 

It is well recognized that farming economy is in a cost-price squeeze and 
seems likely to continue in this relationship in the foreseeable future. This 
relationship is working a hardship on farmowners on irrigated projects where 
high costs have been established. 

Water for hydroelectric development and irrigation is the only major resource 
of this northwestern area. We must depend on full development of this re- 
source to meet the needs of the future and compete with other areas of our 
land where coal, oil, and other natural resources are found. 

We trust you, and your committee, will give this matter favorable consider- 
ation. 

Sincerely yours, 
Louis OLson, 
Chairman, Jefferson County Water Resources Committee and County 
Commissioner. 
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RESOLUTION No. 9 OF THE OREGON RECLAMATION ASSOCIATION 


Whereas the complicated and costly multipurpose projects which are today 
essential to the fullest utilization of the West’s limited water supplies, are 
making power a more and more important paying partner in reclamation de- 
velopment ; and 

Whereas the use of power revenues to aid the repayment of irrigation costs is 
almost as old as the Federal reclamation program ; and 

Whereas it is recognized that integrated and coordinated planning, develop- 
ment, operation, and financing of federally constructed water development proj- 
ect within a river or drainage basin and compact related areas is the most 
economical, efficient, and feasible method of developing the water resources of 
many river basins and compact related areas: Now, therefore, be it 

Resolved, That— 

1. The Oregon Reclamation Congress endorses the principle of integrated 
planning development, operation and financing of Federal water develop- 
ment projects within a river or drainage basin and compact related areas 
and the use of basinwide power and other revenues to aid irrigation develop- 
ment within the river or drainage basin and compact related areas. 

2. Integrated development and financing within a river or drainage basin 
and compact related areas, should not abandon the principle that basin- 
wide development should meet reasonable standards of economic feasibility. 

3. That the authorization of all Federai basinwide developments, includ- 
ing the use of basinwide accounting, shall be by act of the Congress. 

4. That in any legislation for integrated basinwide development and 
financing, consideration should be given to the repayment of obligations of 
both existing and new irrigation entities within a basin or compact related 
area. 

5. That in any event integrated development and financing should not be 
imposed on river basins and compact related areas or existing Federal or 
local projects without approval of the States involved and established 
organizations of local consumptive users of water that would be affected 
thereby. 


NORTHWEST PUBLIC POWER ASSOCIATION, INC., 
Vancouver; Wash., January 19, 1960. 
Hon. JAMES E. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
Senate Office Building, Washington, D.C. 

Dear SENATOR Murray: In connection with the hearings on the proposed 
Pacific Northwest account I would like to submit a rare copy of a legislative 
history of the efforts to achieve a Columbia Basin account covering 1946 through 
1950. 

This valuable study has never been published as a public document. 

I respectfully suggest that it be published in the hearings on the irrigation 
subsidy question. 

Our testimony will follow in a few days. 

Sincerely, 
Gus Norwoop, Executive Secretary. 
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ANALYSIS OF LEGISLATIVE HISTORY OF THE JOINT PLAN OF THE 
BUREAU OF RHCLAMATION AND CORPS OF ENGINEERS FOR THE 
DEVELOPMENT OF THE WATER RESOURCES OF THE COLUMBIA 
BASIN, WITH SPECIAL REFERENCE TO THE CONTROVERSIAL ISSUES 
PRESENTED BY THE SO-CALLED COLUMBIA BASIN ACCOUNT 
AMENDMENT 

OUTLINE OF CONTENTS 


I. Background of the joint plan. 
II. Chronological statement of the treatment thus far accorded the joint plan. 
Ill. Arguments advanced against the proposed comprehensive plan. 
A. Arguments brought up by the coordinated report. 

1. Projects. 

2. Power rates. 

3. Financial pooling. 

B. Arguments raised against Pie plan as it appeared in the form of the O’Mahoney 
Committee amendment to H.R. 5472. 

- Nature of the subsidy to irrigation. 
. Extent of subsidy. 
Congressional jurisdiction and executive approval. 
. Ultimate project ownership. 
Uniform rates. 
. The solicitor’s opinion. 
. Objection to inclusion of mountain home project. 
. Limitation on export of power from Pacific Northwest. - 
Miscellaneous changes in existing laws. 
. Miscellaneous. 
. Drafting point. 
s which have received discussion since passage of H.R. 5472. 
. Irrigation subsidy—limitation. 
Irrigation subsidy—interest component. 
. Irrigation subsidy—authorization to existing projects. 
. Reservation of blocks of power to Idaho and Montana. 
Payments in lieu of taxes. 
. Protection of upstream consumptive uses of water. 
. Depreciation accounting or an arbitrary period of years. 
. Montana’s request for State use of benefits. 
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I. BACKGROUND OF THE JOINT PLAN 


On June 28, 1946, R. J. Newell, regional director (region 1) for the Bureau 
of Reclamation, forwarded to the Commissioner of the Bureau his “Compre- 
hensive Report on the Development of the Water Resources of the Columbia 
River Basin.”* The report contained recommendations that the Bureau of 
Reclamation be authorized to construct, operate, and maintain the following 
projects: ? 

. Mountain Home project, Idaho-Payette unit. 
. Cambridge Bench project, Idaho. 
. Rathdrum Prairie project, Idaho-Washington-Hayden Lake unit. 
. Council project, Idaho. 
. Hornet Creek project, Idaho. 
. Lewiston Orchards project, Idaho. 
. Bitterroot Valley project (excluding Woodside unit), Montana. 
. Canby project, Oregon. 
. Crooked River project, Oregon. 
. Vale project, Oregon-Bully Creek extension. 
11. Yakima project, Washington-Kennewick division. 
12. Upper Star Valley project, Wyoming. 

Also recommended by the regional director for authorization for Bureau of 
Reclamation construction were three projects previously authorized under the 
Water Conservation and Utilization Act; to wit: Mann Creek project, Idaho; 
Missoula Valley project, Montana, North Side Unit; and Bitterroot Valley proj- 
ect, Montana, Woodside Unit. 

The director’s report recommended the establishment by the Secretary of the 
Interior of a single account, to which would be charged all construction costs, 
including replacements, assigned to be returned from power revenues with re- 
spect to projects to be authorized for construction by the Bureau of Reclama- 
tion, and to which would be credited the power revenues from those projects, 
after deducting costs of operations and maintenance. Also credited to the ac- 


1The text of the report appears in “The Columbia River,” H. Doc. 473, 81st Cong., 
2d sess. (1950). Footnote references are to roman type pagination unless italicized 
pagination is specified. 
“The Columbia River,” H. Doc. 473, 81st Cong., 2d sess. (1950), at p. 38. 
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count would be power revenues in excess of the amounts required to return the 
reimbursable investment and to meet the power operation and maintenance costs, 
from projects to be authorized for construction by the War Department.’ 

The regional director also recommended that the Secretary, in setting rates 
for power produced by the projects which would come under the basin account, 
take into account the application of interest on the power investment to the 
return of nonpower costs allocated to be repaid by power.* 

On February 8, 1947, Commissioner Straus of the Bureau of Reclamation 
submitted to the Secretary of the Interior the report of the regional director, 
with some modification of the recommendations contained therein.® 

The Lewiston Orchards project, having been authorized * after the director’s 
report, was dropped from the list of recommended projects, which otherwise 
remained unchanged. 

The basin account plan was extended by the Commissioner to include existing 
as well as potential projects. This included Bonneville, Grand Coulee, the 
Bonneville Power Administration transmission system and existing irrigation 
developments of the Bureau, the costs of which would exceed the ability of 
water users to repay. Under the Commission’s revision, there were to be 
charged to the account those construction costs (including replacements) as- 
signed to be returned from power revenues for all potential projects of both 
the Bureau and the War Department, and for the existing projects included in 
the account.’ 

In the revised recommendations, as in those made by the regional director, 
interest on the power investment was to be taken into consideration in deter- 
mining the minimum power rates, but no deduction for interest was to be made 
from the general pool account, this procedure permitting the application of the 
interest component to the repayment of nonpower costs.* 

On June 3, 1948, the Secretary of the Interior transmitted to President Tru- 
man the Commissioner’s report, as adopted by the Secretary, with comments 
received from affected States and Federal agencies. The recommendations of 
the report of February 8, 1947, were in major aspects unchanged, except for the 
list of projects proposed for authorization. Hells Canyon project and the Dalles 
project were added, and the Hornet Creek and Rathdrum Prairie projects were 
deleted, the last-named having in the meantime been authorized. Thus the 
Interior Department’s list of projects proposed for authorization in the Secre- 
tary’s recommendations of June 3, 1948, was as follows: 

Mountain Home. 

Cambridge Bench. 

Council. 

Hells Canyon. 

Bitterroot Valley (excluding Woodside unit). 
Canby. 

Crooked River. 

Vale—Bully Creek extension. 
The Dalles—West unit. 
Yakima—Kennewick Division. 
Upper Star Valley. 

The three projects previously authorized under the Water Conservation and 
Utilization Act were again recommended for reauthorization to the Interior 
Department. 

On June 1, 1948, 2 days before the Secretary transmitted to the President his 
report on the Bureau’s comprehensive plan, the President requested the Secre- 
tary to review his report -in the light of the flood situation in the Columbia 
River Basin, and to collaborate with the Secretary of the Army in that connec- 
tion. 

On October 1, 1948, the Office of the Division Engineer, North Pacific Division, 
submitted to the Chief of Engineers the “Review Report on Columbia River and 


3Id., at p. 39. 
«Ibid 


5 See id., at p. 3, for memorandum of transmittal. 

6 Lewiston Orchards project was authorized by Public Law 569, 79th Cong., 2d sess. 

anne — River,” H. Doc. 473, 81st Cong., 2d sess. (1950), p. 8. 

-, at p. 9. 

*See id. at italicized p. 33 et seq., for the Secretary’s letter of transmittal and the 
accompanying comments of State and Federal agencies. 
$ ja ee of request is noted in the Secretary’s letter of transmittal referred to in 
‘ootno bs 
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Tributaries”. This was the Army’s comprehensive plan for development of 
the Columbia Basin, and in it the Army recommended for immediate construc- 
tion a number of flood-control and navigation projects, including Libby, Albeni 
Falls, Priest R»pids, Hells Canyon, John Day, and The Dalles. It also recom- 
mended for authorization modifications on Grand Coulee Dam in the interest of 
flood control. 

The chief point of variance between the recommendations of the Army and 
those of the Interior Department centered about the Hells Canyon project, 
which was regarded by the Army as properly an Army project,” whereas the 
Secretary of the Interior had recommended it for authorization to the Bureau 
‘of Reclamation. 

In the Army report exception was taken to the interlocking of Hells Canyon 
‘with the irrigation projects proposed by the Interior Department, the report 
‘contending that there appeared no reason why these irrigation projects should 
be coupled to Hells Canyon Dam as suggested by the Bureau of Reclamation.” 

The Army report made no provision for a basin account or for the application 
of the interest component to irrigation costs above the ability of water users to 
repay. 

In a subsequent letter, dated September i6, 1948, the President requested the 
Secretaries of the Interior and Army Departments to correlate their respective 
studies, not only as to recommendations concerning flood control, but with a 
view toward full coordination of their respective plans for development of the 
river. 

This request resulted in the so-called agreement of April 11, 1949, which was 
transmitted to the President over the signatures of the Commissioner of Reclama- 
tion, the Secretary of the Interior, the Chief of Engineers, and the Secretary 
of the Army.” In that agreement the Hells Canyon project was recommended 
for construction by the Bureau of Reclamation, although, as noted above, the 
Army review report had taken exception to its being included among the Interior 
projects. Also recommended for authorization to the Bureau were the proposed 
alterations of Grand Coulee, which also had appeared in the Army review report 
of October 1948. Dropped from the list of Interior projects recommended was 
the Yakima project, which had been authorized by the time the joint agreement 
was prepared.” 

With the exception of the Hells Canyon project, the Grand Coulee alterations 
and the Glacier View project, the Army recommendations as to projects re- 
mained unchanged. 

The agreement adopted, in general but inclusive terms, the Bureau report 
on the basin account. It was agreed that for those projects warranted on the 
basis of regional or national needs, financial assistance to help pay reimbursable 
irrigation costs beyond the ability of water users to repay should be provided 
by power revenues. The agreement provided that such support should be 
furnished from all power-producing projects in the Pacific Northwest and 
should be available to all irrigation projects that qualify for support in the 
Pacific Northwest; that the principles underlying the extension of this support 
should be consistent with those embodied in reclamation law; that the Secretary 
of Interior should be responsible for establishing and administering the account 
and for recommending to Congress projects to be covered into the account.” 

In order to clarify their areas of responsibility concerning future projects the 
two agencies agreed that the Corps of Engineers should be responsible for the 
investigation, construction, and operation of all navigation improvements for the 
interconnected waterways of the Columbia, lower Snake, and Willamette Rivers, 
and of all channel improvements, levees, bank protection, and exclusively flood- 
control storage and related drainage works. The Bureau was given responsibility 
efor all Federal irrigation and related drainage and domestic water developments, 
and for disposition of irrigation water from Army projects. 


11 See “Review Report on Columbia River and Tributaries,’’ Corps of Engineers, Depart- 
ment of the Army, Oct. 1, 1948, p. I—-1, for the Division Engineer’s letter of transmittal. 
22'The Hells Canyon project was included in the Army’s review report at p. IV-181. 

31d., at p. V—46. 

14 A reference to the President’s letter may be found in a letter from the Secretary to 
the President, dated July 20, 1949, appearing at italicized, pp. 12 and 13 of ‘‘The Colum- 
bia River,’’ H. Doc. 473, Sist Cong.. 2d sess. 

1% See hearings, Committee on Interior and Insular Affairs, U.S. Senate, Slist Cong., 
1st and 2d sess. on H.R. 5472, p. 342. 

The Yakima project—Kennewick Division was authorized by Public Law 629, 80th 
Cong., 2d sess., approved June 12, 1948. 

17 “The Columbia River,” H. Doc, 473, 81st Cong., 2d sess., p. 25. 
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With respect to multiple-purpose projects, the responsibilities of each agency 
were distributed on a geographic basis. The Army took primary responsibility 
for investigations concerning the main stream of the Columbia below Grand 
Coulee, the main stream of the Snake below the mouth of the Grande Ronde, the 
Kooskia project, the Kootenai and Spokane River Basins, and the Pend Oreille 
River Basin below and including Pend Oreille Lake. The Bureau took primary 
responsibility in the Snake River Basin upstream from the Grande Ronde, the 
basins of tributaries to the Snake entering below the Grande Ronde, the Clark 
Fork Basin above Pend Oreille Lake, and the basins of streams flowing into the 
Columbia within the United States, except the Willamette and Spokane Rivers.” 

Adopted in the agreement were the Army review report plans concerning lower 
Columbia fisheries, hydrometeorological reporting and power transmission 
facilities. 

On May 2, 1949, Michael W. Straus, Commissioner, Bureau of Reclamation, 
submitted to the Secretary of the Interior a report, founded on the Bureau’s 
earlier report of June 3, 1948, but modified to conform to the coordination of the 
1948 report with the Army review report of the Corps of Engineers.” 

Embodied in the report of May 2, 1949, was the recommendation that the 
Secretary be authorized to establish a Columbia Basin account to which would 
be charged all construction costs, including replacements, assigned to be returned 
from power revenues (from, in general existing, authorized and, subject to con- 
gressional approval, hereafter authorized projects in both the Army and Bureau 
fields) and to which would be credited all power revenues realized from the 
projects described in the paragraph, after deduction of the costs of operation and 
maintenance assigned to power. 

It was further recommended that as soon as practicable after the designation 
of a single power marketing agency for the entire basin, the Secretary should 
delegate to that agency the responsibility for keeping the basin account. 

In that section of the recommendation having reference to the establishment 
by the Secretary of power rates it is noted that the Secretary is to take into 
account the application of interest on the power investment to the return of non- 
power costs. 

Hleven projects were recommended for authorization as the next stage of de- 
velopment in the Columbia River Basin. They were— 

1. Mountain Home project, Idaho. 

2. Cambridge Bench project, Idaho. 

3. Council project, Idaho. 

4. Hells Canyon project, Idaho. 

5. Bitterroot Valley project (excluding the Woodside unit), Montana. 

6. Canby project, Oregon. 

7. Crooked River project, Oregon. 

8. Vale project, Oregon—Bully Creek extension. 

9. The Dalles project, Oregon—west unit. 
10. Grand Coulee Dam, Wash., modifications for flood control. 
11. Upper Star Valley project, Wyoming. 

The three other projects previously authorized under the Water Conservation 
and Utilization Act were recommended for authorization by the Bureau of 
Reclamation. 

The above is not to be taken as even a summary outline of the report of May 2, 
1949. The recommendations set out in skeleton form above were abstracted from 
the report and included herein in view of the fact that from these recommenda- 
tions have stemmed the bulk of objections to the report, as will be more fully 
pointed out in a subsequent section of this paper. 


II. CHRONOLOGICAL STATEMENT OF THE TREATMENT THUS FAR ACCORDED THE 
JOINT PLAN 


1. The report of the Commissioner was on May 6, 1949, approved by Secretary 
of the Interior Krug in a memorandum to the Commissioner.” The Secretary 
pointed out that his approval of the report was not to be construed as implying 
that the report was a satisfactory substitute for a Columbia Valley Administra- 
tion. The Secretary also stated his intention to designate the Bonneville Power 
Administration as the “single marketing agency” mentioned in the report. 


18 Td. at italicized p. 26. 
19 Td. at italicized pp. 15—22. 
2 Td. at italicized pp. 22, 23. 
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2. Copies of the coordinated report were sent by Commissioner Straus to the 
Governors of Idaho, Montana, Nevada, Oregon, Utah, Washington, and Wyoming, 
and to the agencies exercising administration over the wildlife resources of those 
States, for views and recommendations. Copies of the report were sent also to 
the Federal Power Commission and the Departments of Commerce, Agriculture, 
and Army.” 

3. On July 1, 1949, after receipt of the views and comments of those State and 
Federal agencies, Commissioner Straus reiterated to the Secretary of Interior his 
recommendation that the modified report of May 2, 1949, be adopted by the 
Secretary as his report to be transmitted to the President. The comments of 
the agencies set out above led to no changes in the recommendations of Mr. 
Straus to the Secretary.” 

4. On July 20, 1949, the Secretary of the Interior transmitted the report to the 
President, attaching thereto the comments of the States, the Secretary of the 
Army, the Federal Power Commission, and the Department of Commerce. In 
his accompanying letter the Secretary emphasized the point that the plan con- 
templated by the report should be regarded as a plan for the physical develop- 
ment of the Columbia Valley, rather than a comprehensive plan for overall 
administrative mechanism, which might be better achieved through the medium 
of the proposed CVA. The Secretary again stated his intention to designate 
Bonneville Power Administration as the single marketing agency, the intention 
ae such designation was contemplated not having been made in the report 
itself. 

The Secretary also sent the report to Mr. Pace, the Director of the Bureau of 
‘tthe Budget, and asked to be advised as to the relation of the report to the pro- 
gram of the President. 

Subject to the comments contained in his letter of July 20 to the President, 
Secretary Krug approved the Commissioner’s report of May 2, 1949.™ 

5. Meanwhile, during the 1st session of the 8lst Congress, there were intro- 
duced in the Senate and House several bills designed to give legal effect to the 
recommendations in the Army and Bureau reports, as follows: 

(a) On April 14, 1949, Senator Cain introduced S. 1595, to approve the joint 
plan as set out in the agreement of April 11, 1949, and to authorize the initial 
stages recommended therein. The bill authorized for appropriation to each 
agency $500 million for the partial accomplishment of the plan. 

(b) On June 15, 1949, Representative White of Idaho introduced H.R, 5189, 
to authorize the Secretary of the Interior to carry out the recommendations of 
the Commissioner’s report of May 2, 1949. 

(c) On June 16, 1949, Mr. Sanborn introduced H.R. 5217, containing the same 
provisions. 

(d) Senator Miller introduced S. 2164 on June 29, 1949. The bill was identi- 
cal to H.R. 5189 and H.R. 5217 mentioned just above. 

(e) On June 30, Senator Magnuson introduced S. 2180, to adopt the reports of 
both the Bureau and Army as coordinated by the agreement of April 11, 1949. 

(f) On July 1, 1949, Representative Sanborn introduced H.R. 5482, to accom- 
plish the same purpose. 

(g) On August 4, 1949, Representative Tollefson introduced H.R. 5867, the 
House version of Magnuson’s 8. 2180. 

(h) On August 24, 1949, the same bill was introduced by Representative 
Horan as H.R. 6119. 

6. In the meantime, on July 1, 1949, there was introduced into the House of 
Representatives H.R. 5472, the omnibus rivers and harbors and flood control bill. 
The bill authorized for the Columbia Basin only Army projects and made no 
reference to the coordinated report of the Army and Interior Departments, or to 
the Columbia Basin account proposed therein.™ 

The House approved the bill on August 22, 1949, and the next day it was 
referred to the Senate Committee on Public Works, which reported it out on 
October 7, 1949.% That committee was requested to include an amendment com- 
posed of the provisions of S. 2180, enacting into law the Army-Bureau agreement. 
It did not do so, saying that it did not seem advisable to include such an amend- 


21 The comments of the various agencies appear at italicized pp. 53-93 of “The Columbia 
_River,”’ H. Doc. 473, 8ist Cong., 2d sess. 

22 Id. at italicized p. 13. 

231d. at italicized p. 12. 

% Td. at italicized p. 13. 

25 See H. Rept. No. 969, 81st Cong., 1st sess. 

2° §. Rept. No. 1143, 8ist Cong., 1st sess. 
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ment in view of the pending bill for a Columbia Valley Administration, S. 1645.” 
The Interior Department portion of the proposals for the Columbia River Basin 
was referred to the Senate Committee on Interior and Insular Affairs. To 
permit study by that committee, further consideration of the bill was passed 
over until the second session.” 

7. At the next session of the 81st Congress, numerous attempts were made to 
get Senate consideration of the Interior project and the basin account plan.” 
The Committee on Interior and Insular Affairs, headed by Senator O’Mahoney, 
held hearings during February and March of 1950 on the Interior portions of 
H.R. 5472. The committee had before it the amendment drawn up within the 
Interior Department and modified by the Bureau of the Budget acting in behalf 
of the President. 

This administration amendment would authorize all the Interior projects 
recommended in the Commissioner’s coordinated report of May 6, 1949, with 
the exception of the irrigation features of the Mountain Home project. The 
Bureau of the Budget deleted those features without prejudice to their recon- 
sideration after receipt of the report of the President’s Water Resources Policy 
Commission.” 

The amendment as reported out of the Senate Committee on Interior and 
Insular Affairs, and later debated in the Senate, contained two changes, as to 
projects. First, the committee amendment authorized the irrigation features 
of the Mountain Home project subject to a finding of feasibility by the Secretary 
of the Interior, whereas the administration amendment did not authorize those 
features even provisionally.“ Second, the committee amendment added the 
following proviso, a modification of language suggested by Idaho’s Senator 
Taylor,” concerning the Hells Canyon project: 

“That the operation of Hells Canyon Dam and Reservoir for the generation 
of power shall be without prejudice to future depletion of stream flows arising 
from upstream diversions for beneficial consumptive uses in an amount which 
the Secretary of the Interior determines to be reasonable, having regard for 
the upstream beneficial use of water for the new and supplemental land de- 
velopments indicated in chapter IV of the substantiating materials, Hells Can- 
yon project report, approved by the Acting Secretary of the Interior, June 9, 
1948.” 

Some changes were made by the committee in the language setting up the basin 
account. A proviso was added in paragraph (c) of section 206, which concerned 
the fixing of rates by the Secretary. The proviso, which is self-explanatory, was 
as follows: 

“Provided, That estimated future costs and revenues of projects or divisions 
thereof upon which construction has not been initiated shall be so taken into 
account only if funds for the preparation of designs and specifications or for 
the initiation of construction have been made available pursuant to law, or if 
estimates of requirements of funds for those purposes have been submitted to 
Congress by the President.” “ 

Where the administration amendment specified that the Secretary “may” 
take into consideration the application of the interest component in setting 
rates, the committee amendment provided that he “shall” do so.” 

The committee amendment also added a paragraph restricting the Secretary 
from entering into contracts for the delivery of firm power outside the area 
comprising the States of Idaho, Oregon, and Washington, and those portions 
of the Pacific Northwest not within said States.* 


2 Td. at p. 68. . 

2S. Rept. No. 1351, 81st Cong., 2d sess., p. 2. 

21d. at p. 3. 

30 A copy of the letter from the Bureau of the Budget to the Secretary of the Interior, 
containing the recommendation of the Bureau, is included as appendix 2. at p. 30, of S. Rept. 
No. 1351, 81st Cong., 2d sess. Also found in hearings, Committee on Interior and Insular 
Affairs, 8ist Cong., Ist and 2d sess., on H.R. 5472, at p. 90. 

31 Compare project list of the administration amendment, at p. 35, with that of the 
committee amendment, at p. 26, of S. Rept. 1351, supra. 

32 Hearings, Committee on Interior and Insular Affairs, Sist Cong., 1st and 2d sess., 
on H.R. ne 306, 308. 

3S. Rept. 1351, supra, at p. 26. 


p. 
0. 
%Id. at p. 27. See hearings, Committee on Interior and Insular Affairs, supra, at pp. 
370, 371, 414, and 415, for background for the inclusion of this proviso by the committee. 
3% Compare language of committee amendment, at p. 27, with that of administration 
amendment, at p- 36, of S. Rept. No. 1351, supra. 


%1Id. at p. 2 See hearings, Committee on Interior and Insular Affairs, supra, at pp. 
465-469, for Senator Watkins’ suggestion that such an amendment be incorporated. 
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8. The Committee on Interior and Insular Affairs, through Senator O’Mahoney, 
reported favorably on the amendment on March 20, 1950.” Thereafter, the 
amendment was debated in the Senate. 

9. The committee amendment was tabled on April 14, 1950." 

10. On the same date Senators Magnuson and Taylor introduced S. 3428 and 
S. 3429, respectively. Both sought simply to put the committee amendment in 
the form of a bill, although S. 3429 contained a slight modification in the section 
dealing with Hells Canyon, in that it left open the question as to who should 
decide what is a reasonable amount of water to be reserved for upstream bene- 
ficial uses whereas the committee left this determination to the Secretary of the 
Interior. The bills were referred to the Committee on Interior and Insular 
Affairs. 

Also on April 14, after the committee amendment had been tabled, Taylor 
offered an amendment to H.R. 5472 which left out the provision for a basin 
account while authorizing the Interior projects. That amendment was tabled.” 

Senator Magnuson then offered, but later withdrew, an amendment proposing 
simply to authorize the Hells Canyon project alone.” 

11. On May 5, 1950, Senator Ecton, for himself and Senator Dworshak, intro- 
duced 8. 3548, to authorize the Bitterroot Valley and Missoula Valley projects, 
and to set up a Clark Fork-Kootenai River Basin account. The bill was referred 
to the Committee on Interior and Insular Affairs.” 

12. On May 8, 1950, Senator Dworshak and Representative Sahborn intro- 
duced twin bills in the Senate (S. 3556) and the House (H.R. 8412) to establish 
a snake River Basin account and to authorize those projects in the Snake River 
Basin which were recommended in the Bureau of Reclamation report. The bills 
were read and referred to appropriate commitees.” 


III. ARGUMENTS ADVANCED AGAINST THE PROPOSED COMPREHENSIVE PLAN 


Following is a list of objections which have been made against the coordinated 
plan of the Army engineers and the Bureau of Reclamation. The list is divided 
into three main parts. The first part (A) deals with such points of conflict as 
were raised by the original Army and Bureau reports and the coordinated report 
of May 2, 1949, which was circulated among several States and Federal agencies. 
The second part (B) is comprised of such arguments as were raised against 
the plan as it appeared in the form of the O’Mahoney committee amendment to 
H.R. 5472, which was debated in the U.S. Senate during the 2d session of the 
81st Congress. The third part (C) is a setting out of issues and areas of conflict 
which have received discussion subsequent to that time. 


A. ARGUMENTS BROUGHT UP BY THE COORDINATED REPORT 


1. Projects 


(a) The Wyoming State engineer, L. C. Bishop, in a letter to Mr. Straus dated 
May 31, 1949, expressed opposition to the construction of the Palisades project, 
authorized in 1941 under the Federal reclamation laws, and noted in the April 
11, 1949, agreement as having been so authorized. The opposition of the Wyo- 
ming people was grounded on the fear that there might be a future demand for 
the regulation of water appropriations in Wyoming to provide water to fill the 
project reservoir, and that Idaho might contend for a right to fill the reservior 
prior to any new development in Wyoming.” 

(b) Idaho’s Governor Robins, in a letter to Major General Pick, dated April 
26, 1949, urged the early completion of the Palisades project in order to provide 
supplemental irrigation for some 300,000 acres. The project was reauthorized 
by Public Law 864, 81st Congress, 2d session.“ 


37 §. Rept. No. 1351, supra. 

3896 Congressional Record 5190. 

89° Td. at 5190-5191. 

Td, at 5191-5192. 

41 Unbound vol. 96, Congressional Record, p. 6491 (6412). 

“Id. at pp. 6672 (6594) and 6760 (6682). : . 

#3 See “The Columbia River,’ H. Doc. 473, 81st Cong., 2d sess, italicized pp, 73, 74, 
for text of the letter. 

# Id. at italicized p. 57. 
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(c) Glacier View project, Montana, recommended for authorization in the 
Army 308 Report, was dropped from the coordinated Army-Bureau agreement 
of April 11, 1949, in view of objections made by the Secretary of the Interior and 
local organizations to the loss of national and local public revenues which its 
encroachment on Glacier National Park would involve. The Department of 
Interior proposed, in the alternative, Paradise project, Montana, but local and 
State interests objected to the Paradise project because of the adverse effects 
which it would have upon the economy of the area. Neither the Glacier View 
project nor the Paradise project, therefore, was included in the combined Army- 
Bureau agreement of April 11, 1949.“ 


2. Power rates 


The Federal Power Commission objected, in a letter to Commissioner Straus, 
dated June 21, 1949,“ to any lessening of responsibility of the Federal Power 
Commission in the matter of the setting of power rates under the coordinated 
Army-Bureau agreement; in fact, the Commission maintained that the responsi- 
bility which it now has regarding projects constructed by the Corps of Engineers 
should be extended to apply to projects constructed in the basin by the Bureau 
of Reclamation. 

It might be pointed out, in answer, that the Federal Power Commission has 
twice taken a quite different position. 

On May 3, 1937, Clyde L. Seavey, Vice Chairman of the Federal Power Com- 
mission, representing that body, wrote to the chairman of the Rivers and Harbors 
House Committee, commenting on a provision of H.R. 4948, then being considered 
for passage as the Bonneville Act. The provision stated that ‘rate schedules 
shall be prepared * * * and submitted by the Administrator to the Federal 
Power Commission for its approval.” 

In his letter, the Vice Chairman argued against divided responsibility as to 
rates, saying that such division was “uneconomical and undersirable in many 
respects.” The Commission expressed a desire either to be relieved of any 
responsibility in connection with rates charged or to be given complete control.“ 

Chairman Walgren, in a letter to the President’s Water Resources Policy Com- 
mission, dated September 27, 1950, a copy of which was sent to the Secretary, 
again took the position that existing statutes vesting mere rate approval au- 
thority in the Commission were unsatisfactory, giving the Commission only a lim- 
ited veto power.* In the same letter Chairman Walgren pointed out the dif- 
ference in concept between regulation of rates of privately owned utilities and 
the approval of rates for Federal projects. 

Mr. Walgren also mentioned that the Hoover Commission task force in its 
report on regulatory commissions had recommended that the statutes be revised 
to remove any requirements for rate approval by the Federal Power Commission 
because of the distinction between private and public enterprise and because 


the officials of a public project are accountable directly for the management of 
their project.” 


Id. at italicized p. 16, in a letter from the Commissioner, Bureau of Reclamation, to 
the Secretary of the Interior, dated May 2, 1949. 


46 Td. at italicized p. 89. 

47 A copy of the letter is included in app. D, hearings, House Committee on Rivers and 
Harbors, 75th Cong., 1st sess.. on H.R. 7642, at pp. 499, 500. 

48 See vol. I, “Report of President’s Water Resources Policy Commission, 1950,” at 
pp. 242, 243. 

49 As noted in this paper, infra, at sec. B, 9(a), Senator Cordon objected to the change 
which the committee amendment would have made with regard to rate approval by the 
Federal Power Commission. In view of that objection the Columbia Basin Commission, in 
advising counsel as to standards to be used in preparing a later (Sept. 12, 1950) draft of 
the amendment, requested that in the draft the Federal Power Commission be given the 
power to approve all rates. 


50992—60—pt. 1—_—4 
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8. Financial pooling 


In the June 21, 1949, letter the Federal Power Commission recommended also 
that careful study be made before any final action should be taken upon the 
financial pooling plan and its effect upon power rates.” 


B. ARGUMENTS RAISED AGAINST THE PLAN AS IT APPEARED IN THE FORM OF THE 
O’MAHONEY COMMITTEE AMENDMENT TO H.R. 5472 


1. Nature of the subsidy to irrigation 


(a) Senators Cordon and Holland both made the objection, in Senate debate 
of the committee amendment, that the basin account provided for a concealed sub- 
sidy. Senator Cordon, in particular, indicated he was not opposed to a subsidy 
to irrigation, only to the manner in which it was provided.” He suggested 
that it would be more forthright to provide a direct subsidy by appropriation, in 
which event Congress and the people of the United States would fully realize 
that a subsidy was involved and could pass upon the wisdom of such subsidy 


with a clear view of its extent (pp. 5106 (5047), 5184 (5124), 5236 (5174), 
and 5246 (5184) .” 


However, the subsidy permissible under the basin account proposal would be 
no more “concealed” than the subsidy now permissible under the reclamation 
laws. Those laws permit interest on the unpaid balances of the power invest- 
ment to be offset against the subsidy from power to irrigation. To the extent 
of that offset, the subsidy is borne by the general taxpayer of the United States 
to exactly the same degree as would be the case if the same amount of money 
were appropriated directly from the Treasury as a subsidy. The committee 
amendment would only extend on a regionwide basis the existing policy of sub- 
sidizing irrigation from power revenues on a single-project basis. 

(b) Senator Holland objected to the concealed nature of the subsidy for the 
reason that it would lead to unsound irrigation projects which, not feasible 


& By Executive Order No. 8526 (5 F.R. 3390, 3 C.F.R. (Cum. Supp.) 704) issued Aug. 26, 
1940, the Bonneville Power Administrator is required to interconnect the Bonneville and 
Grand Coulee projects. Departmental Order No. 2115, issued by the Secretary of the 
Interior on Oct. 16, 1945 (10 F.R. 14211), designates the Administrator as marketing agent 
for a number of projects and directs him to “integrate” the power facilities at all power 
projects for which he is the marketing agent. These orders form the basis for the physical 
interconnection of the several projects in the Bonneville system, and allow considerable 
flexibility in the distribution of electric energy from those projects. Physically the power 
from the various projects is “‘pooled.” 

There have in the past been proposals directed toward legislation which would allow 
pooling at the financial, or accounting, level and would permit a uniform rate to be estab- 
lished at the lowest possible point. In the 3d session of the 76th Congress, in 1940, and in 
both sessions of the 77th Congress, in 1941 and 1942, some eight bills were introduced to 
coordinate the operation of the Government’s power facilities on the Columbia River. The 
latest of these was the Bone bill, S. 2430, introduced on Apr. 1, 1942. 

S. 2430 provided for the creation in the Treasury of an account to be known as the 
Columbia Power Administration fund. All receipts of the Columbia Power Administration 
(which would have replaced the Bonneville Power Administration) were to be credited to 
the fund. Money in the fund derived from the Administration’s operation of generating, 
transmission, and distribution facilities, and from the sale of power, was permanently 
appropriated for the Administration and held for use for several purposes, among them 
payment to the Treasury of the Administration’s operation and maintenance expenses and 
payment to the Treasury on an amortized basis of the costs of the Bonneville project 
allocated to electric facilities, the costs of the Coulee project allocable to be returned from 
power revenues and the costs of transmission lines, substations, and all electric facilities 
constructed or acquired pursuant to the bill. 

Rate schedules under the bill were to be established at levels which would produce in the 
aggregate sufficient revenues to meet the obligations of the Administration as set out in 
the bill. The rates would have been set with regard to the total obligations under the bill, 
— - on a single project basis, and would therefore have been uniform over the area 

nvoivea,. 


Hearings on S. 2430 were held before the Senate Committee on Commerce, but the bill 
was never reported out. 

The concept of financial pooling was incorporated in various bills to establish a C.V.A. 
(For recent examples, see Senate bills 1595, 1631, 1632, and 1645, upon which hearings 
were held by the Senate Committee on Public Works, 8ist Cong., Ist sess.). It was also 
introduced in proposals for several bills, including possible amendments to the Bonneville 
Act, none of which was introduced in Congress. In general, these proposals contemplated 
the pooling of power revenues and of all costs assigned to be paid out of power revenues. 
They did not ————— any assistance to irrigation beyond that permitted, on a single 
project basis, under the reclamation laws, and accordingly were narrower in scope than the 
proposed Administration amendment to H.R. 5472. 

51 The Pacific Northwest Development Association, in a letter signed by Daniel B. Noble, 
directed to Senator Cordon, dated Apr. 7, 1950, took the same view;; i.e., that the use of 
the interest ees represents a concealed subsidy, and is undesirable. See unbound 
vol. 96, Congressional Record, at p. 5232 (5170). 

52 Parenthetical references are to unbound vol. 96, Congressional Record, 81st Cong., 
2d sess. Cross references to the permanent volume will be appended at a later date. 
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in themselves, could be made to appear feasible by the use of the interest 
component ™ (p. 5243 (5181) ). 

This objection fails to distinguish the feasibility of a project in the sense 
of the payout requirements of the reclamation laws and the true feasibility of a 
project in the economic sense of its overall benefits exceeding its costs. It is 
true that any irrigation project could be made feasible in the payout sense if 
sufficient subsidy were made available. However, no project would be made 
eligible for the receipt of assistance from the basin account unless it was an 
economic project in the sense that its benefits exceeded its costs. It has never 
been the practice of the Bureau of Reclamation to request authorization of a 
project which was uneconomic in that sense. 

In addition, the committee amendment provides that no future project could 
be included in the basin account except upon specific authorization by act of 
Congress. It would be impossible for the Secretary of the Interior to place a 
project in the basin account, even though he might be able to authorize that 
project under the automatic authorization procedure in the Reclamation Project 
Act of 1939. Only Congress could include a new project into the account, and 
Congress itself could reject any project which was unsound or uneconomic. 


2. Extent of subsidy 


(a) Senator Cordon objected that the too large sum of $4 billion in interest 
on the power investment would become available by the year 2000 to finance irri- 
gation projects in the basin.“ Senator Holland said he concluded that this 
would tend to promote unsound and indefensible reclamation projects (pp. 5227-— 
5230 (5165-5169) , 5241 (5179) ). 

The amount of interest on power investment which will be available for 
assistance to irrigation projects, of course, will depend upon the rate and 
amount of new power investment in the region. It is true that the estimates 
of the amount of such interest total a large sum, but it is equally significant 
that present estimates of the amount of assistance which will be required by irri- 
gation projects in the Columbia Basin constitute a relatively small portion of 
the total interest which it is anticipated will be available.” As above pointed 
out, Congress alone can make a project eligible for assistance from the basin 
account, and therefore is the only one who can determine the extent to which 
assistance will be available for any reclamation project.” 

(b) Objection was made by Senator Cordon that at the passage of the commit- 
tee amendment, the sum of $442 million, which under existing law will be re- 
paid to the Treasury, would be written off and not paid (pp. 5183-5184 (5123- 
5124), 5235-5236 (5173-5174), 5241, (5179), 52438 (5181) ). 

The amount in the foregoing objection is overstated, the $442 million being 
the assistance granted from power to irrigation at the following projects: 


Palisades 
Yakima-Kenewick 
Columbia Basin 


The objection ignores the fact that under present reclamation law, part of 
that assistance can, and with respect to two of the three projects, will be writ- 
ten off by the application of the interest component in the power rates to the 


53 Any use of the interest component at all was opposed by the Spokane Chamber of 
Commerce, on the ground that interest on power construction costs, plus the principal of 
irrigation costs, should be repaid to the Federal Government. (See hearings, Committee 
on Interior and Insular Affairs, at p. 251.) On the other hand, the use of the interest 
component was at that time approved by the Columbia Basin Commission. (See letter at 
p. 472 of the hearings.) However, in subsequent instructions to counsel engaged in 
drafting legislation re the basin account, the Commission proposed that there be put in 
the draft a limitation upon the amount of the interest component which could be used as 
irrigation subsidy. 

In the committee hearings, Senator Cordon asked a number of questions designed to 
show that the interest component might be unnecessary as an aid to irrigation. See 
hearings before the Committee on Interior and Insular Affairs, at pp. 175-178, 182-183. 

% See testimony of Mr. J. W. Dixon, Director of Project Planning, Bureau of Reclama- 
tion, at p. 46 of the hearings. 

% This argument was made by Senator Magnuson in reply to Senator Holland in debate 


$184)9 amendment (see unbound vol. 96 Congressional Record, pp. 5242-5243 (5180- 
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liquidation of the irrigation subsidy. The amount of interest which is estimated 
will be paid on the power investment at the three projects is as follows: 


Palisades $6, 372,, 000 
Yakima-Kennewick 000 
Columbia Basin 


While it is not contemplated, at least at the present time, that the interest 
component at the Columbia Basin project will be applied to irrigation subsidy, 
it is contemplated that the interest component at the other two projects will 
be applied to the subsidy to irrigation at those projects. Thus, the committee 
amendment would permit a writeoff with respect to these projects in the amount 
of approximately $357 million in excess of what will be or could be written off 
under present law. 

The foregoing result is obtained by the extension to all power investment, in- 
cluding Army projects and the transmission systems, of the present provisions of 
the reclamation law which permit’ the interest on power investment to be 
credited against the subsidy from power to irrigation. Such an extension is 
a logical approach to the development of the resources of the basin on a region- 
wide basis. 

(c) The argument was made that all irrigation subsidies should be paid 
directly, rather than by making a charge against the power users (Senator 
Holland, p. 5239 (5177). A similar stand was taken in a leter from the secre- 
tary of the Northwest Public Power Association to the Secretary of the Interior, 
read by Senator Cordon during the Senate debate (pp. 5231-5232 (5169-5170). 

In view of the Federal Government’s policy of requiring no reimbursement for 
expenditures in other fields of resource development, such as navigation, flood 
control, highways, etc., there is considerable merit to the position that irrigation 
subsidy should be borne by the general taxpayer and not by the power ratepayer. 
It must be noted, however, that to the extent the solicitor’s opinion is followed 
and that interest on the power investment is available for liquidation of subsidy 
from power to irrigation, the irrigation subsidy is borne, not by the power user, 
but by the general taxpayer. In the Pacific Northwest the amount of assistance 
required by irrigation which can now be reasonably foreseen is but a fraction of 
the interest which will be paid on the power investment. The latter will amount 
to hundreds of millions of dollars more than the subsidy for irrigation which 
is now foreseen. Under these circumstances, the effect of the Columbia basin 
account proposal will be to place the burden of the irrigation subsidy on the 
general taxpayer to exactly the same extent as though that subsidy had been 
appropriated directly from the Federal Treasury. That result will be accom- 
plished in a manner more in keeping with the historical approach to reimburse- 
ment of reclamation projects than if it is achieved by a direct appropriation from 
the Treasury.” 

(d) It was argued that the development of power, at the cost of all the people 
of the United States, would result in benefits to a limited group, irrigation dis- 
tricts which can now pay out under present irrigation laws (Senator Chavez, p. 
5125 (5066) ). 

In passing, it should be noted that the cost of the power development in the 
Columbia River Basin will not be a cost borne by all the people of the United 
States. It will be borne exclusively by the power users. Every dollar of power 
costs, together with interest thereon, will be repaid in full by the power users. 

It should not be necessary to refute the argument that the benefits of the 
development of he Columbia River do not go beyond the water users. The 
argument completely ignores the benefits received by the power users, the region, 
and the Nation from having an increased supply of low-cost power available. 
The benefits of even the irrigation facilities extend far beyond the water users. 
Transportation concerns, processors of agricultural products, service industries. 
and many other economic interests, local, regional and national, benefit in varying 
degrees from the irrigation developments.” 


57 The President’s Water Resources Policy Commission, in its 1950 report, criticizes the 
use of the interest component, as well as the use of excess power revenues, to repay a 
part of the irrigation investment. See the report at pp. 71, 79-80. ; 

Testimony of Mr. J. W. Dixon, Director of Project Planning, Bureau of Reclamation, 
concerning the extent of benefits to the region and the Nation, may be found in hearings 
before the Committee on Interior and Insular Affairs, 8lst Cong., on H.R. 5472, at pp. 
431-435. See also the 1950 Report of the President’s Water Resources Policy Commis- 
sion, at p. 153, wherein the economic importance of irrigated areas is stressed. 
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Irrigation districts which are unable to effect payment by themselves are 
entitled to assistance if the irrigation development is economically sound. A 
project which is sound in the economic sense should not be rejected, or developed 
only at an unbearable cost to the water users, simply because of the historical 
accident of being located far away from a power site. However, the Congress 
itself will determine the question of what irrigation districts are entitled to 
assistance, as no project, existing or future, can be made eligible for such assist- 
ance without express congressional approval. Congress can decline the granting 
of assistance to any project which it believes to be unsound. 

Moreover, neither the Columbia basin account .proposal nor the Bureau of 
Reclamation has proposed the granting of assistance to water users where the 
latter are able to carry the cost of the irrigation development. In those cases 
in which the water users are unable to carry the cost of the irrigation development 
and in which the necessary assistance is derived from power revenues under 
present reclamation laws, the Columbia basin account will provide no further 
assistance for the water user. Any relief which may be available through the 
account will accrue to the power user and not the water user. As pointed out in 
section 2(b), the Columbia basin account proposal would result in the Treasury 
receiving some $357 million less than would otherwise be the case under existing 
law. However, that sum will be paid under existing law by the power users 
and not by the water users. 


3. Congressional jurisdiction and executive approval 

(a) Numerous objections were made that the Public Works Committee had 
not had an opportunity to study the basin account proposal (pp. 5051-2 (4994— 
4995), 5093 (5084), 5096 (5037), 5102 (5043), 5128-5131 (5068-5072), 5195-5196 
(5135-5136). 

It is true that the Public Works Committee did not have before it the amend- 
ment in its finished form. It did, however, consider Senate bills 1595 and 2180, 
which would have authorized the joint Army-Bureau agreement of April 11, 
which included the basin account.” Included in the record of the hearings 
before the Public Works Committee was a statement by Mr. E. N. Torbert, in 
which the account was described in detail.” Some explanation of the account 
was given orally to the committee by Senator Magnuson.” 

(b) The argument was made by Senator Cordon that the Budget Bureau 
did not approve, in full, of the comprehensive plan for development of the basin. 
He referred in particular to the following sentence, which appeared in a letter 
from the Bureau to the Secretary of the Interior, dated February 1, 1950: “Their 
fagreements’] form and content should not be frozen by statutory enactment” 
(p. 5102 (5043)). Senator Holland developed the argument somewhat, and added 
that the Budget Bureau refused to approve the Mountain Home project. 

The obvious answer to the argument advanced by Senator Cordon is that the 
amendment under debate did not purport to enact into law the comprehensive 
Army-Pureau plan, which was broader than the committee amendment being con- 
sidered. 

The Bureau of the Budget did in fact approve the Columbia basin account and 
zll the projects in the O’Mahoney amendment other than Mountain Home. It 
even approved the power features of the Mountain Home project, and qualified 
its objection to the reclamation features of that project by stating that its objec- 
tion was without prejudice to reconsideration of the authorization of the reclama- 
tion features after receipt of the report of the President’s Water Resources 
Policy Commission.” 

(c) Further objection was made that no hearings were had on projects other 
than Hells Canyon (pp. 5195-5196 (5135-5136) ). 

The O’Mahoney committee, according to its report (S. Rept. 1351), had avail- 
able supplemental project reports which described the projects in detail, includ- 
ing engineering and economic justification, discussion of the physical plan of 
development, repayments by water and power users, and other pertinent matters. 
Those documents, it is said in the report, were referred to on many occasions 
during the hearings (see S. Rept. 1351, pp. 13, 14). 

(d) Another argument centered about the fact that the amendment contained 
too many changes in basic policy to be approved without further study. 


59 Hearings hefore subcommittee of Committee on Public Works, U.S. Senate, 81st Cong.. 
Ist sess., on H.R. 5472, at p. 455. 

"Td. at p. 490. 

© Td. at np. 480-485. 

*2See reference to the letter from the Budget Bureau to the Secretary, supra, p. 20. 
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As pointed out in section 3(a), a Columbia basin account, as proposed in the 
joint Interior-Army report, was studied by the Public Works Committee in con- 
nection with hearings on that report. The Columbia basin account proposal of 
the administration was studied at length by the Interior and Insular Affairs 
Committee. Hearings were held on 11 days over a period of 2 months, and some 
476 pages of testimony were taken.” 

The principle of basinwide development, allocations of costs, and repayment 
already has been established. The 1944 Flood Control Act expressly adopted 
that principle when it approved the joint Army-Interior plan of development for 
the Missouri River Basin, the administration’s proposal is supported by both 
precedent and careful study by Senate committees. 

(e) Another objection was to the fact that Department of the Interior proj- 
ects and recommendations had been “tacked on” to a river and harbor and flood 
control bill (pp. 5084-5088 (5025-5028) ). 

There has been considerable precedent for including in river and harbor and 
flood control acts projects and recommendations of the Interior Department, 
Grand Coulee Dam was authorized in the 1935 river and harbor bill. The Central 
Valley (Calif.) project was authorized as a Bureau of Reclamation project in 
the 1937 River and Harbor Act and reauthorized in the 1940 act. The joint 
Interior-Army comprehensive plan for the Missouri Basin was authorized in the 
1944 Flood Control Act. The joint Interior-Army comprehensive plan for the 
Rio Grande Basin was authorized in the 1948 Flood Control Act. ‘(See p. 5138 
(5079).) 


4. Ultimate project ownership 


Senator Malone objected that the proposed amendment was a start toward the 
position that the revenue from all power projects, even after the cost had been 
repaid with interest, would belong to the Federal Government (pp. 5247-5248 
(5185-5186) ). Senators Watkins and, Cordon both voiced the contention that 
the people of the region should own the facilities after having repaid their cost 
to the United States. Senator Cordon’s fear was that with the basin account 
there would never come the time when it could be said that the payout was com- 
plete, so as to give title to the facilities to the people of the region (p. 5237 
(5175) ). 

This objection stems in part at least from conflicting concepts of the Govern- 
ment’s role in power development. One, advanced by TVA, establishes the 
Federal Government as a proprietor who owns the facilities and is therefore 
entitled to a reasonable return thereon. The other establishes the Government 
as a creditor, either by a loan or a sale of the facilities. Under this concept, the 
Government is entitled to be repaid its investment, plus interest. The proponents 
of the first concept indicate it is inconsistent for the Government to place itself 
in the position of both a creditor, entitled to repayment of its advances plus 
interest, as well as owner. They argue that if the region is to be considered 
a debtor who must repay the debt with interest, the region is entitled to the 
ownership of the asset after the debt has been repaid. This controversy, while 
somewhat premature at this early stage of development, will become increas- 
ingly sharper and more important as the end of the payout period approaches. 

The basin account proposal does not affect the basic merits of the controversy. 
It merely treats all the power projects and facilities in the basin as a single 
project. At such time as systemwide payout is complete, the region can request 
Congress to transfer the projects to the region to the same extent as it can when 
any single project is paid out under present law. 

It is true that with respect to early projects, repayment on an individual 
basis may be completed before basinwide repayment. However, the same argu- 
ments in favor of the basin account and averaging power rates are applicable 
here. The Pacific Northwest is a single economic unit with a single integrated 
power system and should have a uniform power rate. The uniform rate will be 
at the lowest possible level if the revenues from all projects are used for payout 
purposes until basinwide repayment has been effected. Otherwise, while users 


6 See also hearings before the Committee on Public Works, U.S. Senate, Sist Cong., 
1st sess. on the so-called CVA bills, S. 1595, S. 1631, S. 1632, and S. 1645. Extensive 
testimony was given concerning the Army 308 report, the Bureau’s comprehensive plan 
and the agreement of Apr. 11, 1949, by Maj. Gen. Lewis A. Pick, Chief of Engineers, at 
pp. 96 et seq. and pp. 115 et _seq.; by Michael W. Straus, Commissioner of the Bureau 
of Reclamation at pp. 185 et seq. and pp. 225-227; and by Robert J. Newell, Director 
for Region No. 1, of the Bureau of Reclamation, at pp. 309-337. 
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of power from the projects first developed would be entitled to lower rates as the 
repayment of those projects is completed, the rates for the later projects would 
be much higher than either the rates of the early projects or the lowest possible 
uniform rate. That high-cost power in virtually all instances would be needed 
in the same areas as those served by the early lower cost projects. The latter 
could not meet the load growth. The development of the region could proceed 
more smoothly and rapidly with a single uniform rate at the lowest possible 
level than it could with a patchwork of very low rates and very high rates, in 
most cases in the same area. 


5. Uniform rates 


(a) Senator Holland objected that by use of the basin account to achieve a 
uniform rate structure, the existing rate in the Northwest would have to be 
increased (pp. 5100 (5041-5042) ). 

It is true that if later higher cost projects are to be brought into the basin 
account and a uniform rate established for power from these projects and exist- 
ing projects, the uniform rate will have to be raised above its present level to 
absorb the higher cost of later projects. * However, if the later projects are con- 
ceded to be feasible at all, then there is no alternative to higher rates somewhere 
within the region. The alternatives are (1) to maintain the present rate for 
Bonneville and Grand Coulee power while fixing the rate for each higher cost 
project at a level sufficient to repay all of its higher cost, (2) to extend uniformity 
throughout the area, with a slight increase in the present rates for Bonneville 
and Grand Coulee power and a corresponding decrease in rates for power from 
later projects below what they otherwise would be, or (3) to achieve uniformity 
throughout the region by establishing the rates for each project at a level suffi- 
cient to effectuate repayment of the highest cost project. 

It is apparent that construction of new and higher cost projects in the Pacific 
Northwest, and not the basin account, will be the cause of higher power rates 
in that region. However, the basin account will minimize the effects of the 
high-cost projects and will permit the establishment of a uniform rate at the 
lowest possible level.® 

The Federal dams in the Pacific Northwest will be interconnected by the 
Federal transmission grid and will be operated as parts of a single system. The 
reasons for such integrated operation need not be elaborated here other than to 
point out that the Federal Government can derive substantially larger quantities 
of usable power from generating plants which are interconnected electrically— 
and as far as possible, hydraulically—than it can derive from the same plants 
operating independently of each other. For the same investment, a much larger 
quantity of usable power can be generated, and therefore the power can be 
marketed at a lower rate. 

For these reasons, the power from the several dams will be merged in the 
Federal transmission grid. Yet present laws deal with power rates and the 
application of revenues to payout on a single-project basis. These laws apparent- 
ly require power rates to be set for the power from each project based on the costs 
of that particular project. To do this in the case of an integrated operation 
would require that the power delivered to a customer be segregated as to source, 
or that portions of the transmission grid be segregated or allocated to specific 
dams. Such segregation of power or allocation of facilities is a physical impos- 
sibility except on an arbitrary basis and would be entirely impracticable from 
an administrative point of view. 

Unless pooling of costs and revenues on a systemwide basis for rate and 
payout purposes is authorized, the dilemma may be avoided by following the third 
alternative above suggested, setting rates for a system of dams at the level of 
the highest cost dam. But this is in conflict with congressional mandate that 
power be sold at low cost. Moreover, this solution drains off, in the form of power 
revenues, more of the income of the region than can be justified economically.” 

The argument in favor of pooling and uniform rates will be elaborated in the 
discussion of the next objection. 


& See testimony of Mr. Howard R. Stinson, regional counsel, Bureau of Reclamation, 
in hearings, Senate Committee on Interior and Insular Affairs, at pp. 194-195. See also 
testimony of Mr. Earl D. Ostrander, Controller, Bonneville Power Administration, at 

292-299. 
PP a et Magnuson so argued in Senate debate. Unbound vol. 96, Congressional 
Record, 5100 (5041). 

6 The vechheet? s Water Resources Policy Commission recommended an integrated rate 
schedule for ll projects in the Columbia Basin. See report of President’s Water Resources 
Policy Commission at p. 245. 
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(b) New industry, it was argued by Senator Malone, is more likely to be 
attracted to an area of very low power rates. Therefore, it is better to keep 
the rates very low in some areas and higher in others, letting rates depend upon 
the cost of producing power in each area (p. 5247 (5185) ). 

To keep rates low near one project and high near another is to discriminate 
against those communities which are by geographical accident unfortunate in 
lying at a distance from the best power site, or from any power site. A uniform 
rate policy, on the other hand, diffuses the benefits of low-cost power throughout 
the region, giving all communities an opportunity to share in these benefits. 

The setting of rates on a project-by-project basis has the undersirable effect of 
forcing industry to choose its location primarily from the standpoint of power 
rates, which leads to locations which might be undersirable in other respects. A 
uniform rate would allow industry to choose its sites from the point of view of 
markets, raw materials, labor supply, transportation facilities, climate, etc., 
regardless of the location of power generating plants. This, in turn, would tend 
to foster decentralization of industry: 

A single-project approach, such as that suggested in the objection, would tend 
to foster competition among the dams for the generation of power (in order to 
produce the maximum revenues allocable to any one dam), despite the fact that 
substantially greater amounts of power may be generated by treating the system 
as an integrated whole, using some dams for storage rather than generation 
at certain seasons of the year, and using the transmission grid to facilitate elec- 
tric and hydraulic coordination of the generating plants. In fact, the objection 
completely ignores the facts that physically the various plants and transmission 
grid form a single system, that it is to the Government’s advantage, both finan- 
cially and economically, to operate the plants in such an integrated system and 
that the lowest possible uniform rate can be achieved as a result of such inte- 
grated operation. 

For these reasons, as well as those discussed in section 5(a), a uniform rate 
at the lowest possible level should be established. 

(c) Senator Holland brought up the point that establishment of the uniform 
rate, with an increase in power rates already established in the relatively 
developed part of the Basin, would be unfair to the industrial power users who 
were induced to settle there on the strength of the continuing availability of 
cheap power (pp. 5245-5246 (5182-5184) ). 

Present industrial power users located in the Pacific Northwest with contracts 
for a power supply under statutes specifically requiring contractual provisions 
permitting equitable adjustment of rates at intervals no less frequent than once 
in every 5 years. Neither by statute nor by contract has the Federal Government 
guaranteed existing industrial power users that they will be supplied power at 
existing rates for a long-term period. 

Even after the increase in the present power rates which it is now contem- 
plated may have to be made within the next 5 to 10 years, the power rate will 
still be low, in fact by far the lowest wholesale power rate in the Nation. That 
industrial users will not be handicapped competitively by any moderate increase 
in the rate level which will be made possible by the basin account is conclusively 
demonstrated by the incessant demands of such power users for an increased 
power supply. That condition might well be changed if the new blocks of power 
which will become available must be priced at a level sufficient to repay the 
higher cost projects, even though the rates might be left at the present levels for 
the block of power now available. 

(ad) The objection was made by Senator Malone that the amendment would 
take revenues from a project in one State and apply them to a project in another 
State (pp. 5050-51 (4993-4994) ). 

The purpose of the amendment was to recognize the physical fact of nature 
that the stream is a unit, and that in the development of waterpower the beneficial 
uses of the waters in the stream should be developed as a unit. 

Moreover. there is no logical reason for extending the benefits from power 
revenues to irrigation projects which happen to be located near good power 
sites while withholding such benefits from projects which happen to lie at a 
distance from such sites. Relative distance from choice power sites should not 
be the controlling criterion for determination of the feasibility of an irrigation 

roject. 
7 Nor is it particularly pertinent that the benefits cross State lines, inasmuch as it 
is a physical fact the stream itself, out of which the benefits arise, flows without 
regard to any such barriers. 
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The discussion concerning uniform power rates in sections 5(a)—(¢c) presents 
an equally conclusive answer to this objection. Pooling costs and revenues for 
rate and payout purposes is one of the major objectives of an integrated power 
system and basin development. 

6. The Solicitor’s opinion (September 29, 1944—M. 33473) 

Senator Cordon stated that the committee amendment attempted to use the 
Solicitor’s opinion as reclamation law and to apply it in the Pacific Northwest 
with respect to all public power projects.” His objection to such use of the 
opinion was founded on his contention that the opinion was unsound and that 
it had not been in effect (pp. 5106 (5047-5048) ). 

No comment will be made on the attack on the validity of the Solicitor’s 
opinion, as the opinion speaks for itself. 

It is true that the Solicitor’s opinion has not been followed in setting power 
rates at the Columbia Basin project, in connection with which the opinion was 
rendered. It has not been necessary to adopt the procedure permitted under 
the reclamation law, as interpreted by the Solicitor, in order to effect payout. 
But it might be noted that that situation is subject to change because of ever- 
increasing construction costs and that it has been necessary to extend the overall 
repayment period from 75 to 125 years in order to accomplish repayment at 
existing rates without utilizing the interest component in power revenues to 
liquidate the irrigation subsidy. 

The charge that the Solicitor’s opinion has not been in effect elsewhere is 
erroneous. It is the present policy of the Department of the Interior to apply 
the interest component in power revenues to the liquidation of the assistance 
which irrigation requires from power. For example, the Central Valley allo- 
cation report follows and applies the Solicitor’s opinion and such use of the 
interest on power investment was subject to the express comment of the Presi- 
dent in approving the transmission of the report to Congress.™ 


nx 


7. Objection to the inclusion of the Mountain Home project ® 


(a) Senators Douglas and Holland objected to the inclusion in the amend- 
ment of the irrigation features of the Mountain Home project. The chief 
objection was that the amount of subsidy to irrigation was too great. Senator 
Douglas said that the cost of irrigating Mountain Home project lands was 
$1,040 per acre, with a subsidy of $900 per acre from power to irrigation, and 
argued that it seemed improper to burden Hells Canyon with the Mountain 
Home project in order to irrigate more land when the national policy is to 
withdrawn land from circulation rather than to add land for cultivation.” (Pp. 
5088-5091 (5029-5033), 5099 (5040).) 

Despite the relatively high cost of putting water on the Mountain Home 
project and the relatively large amount of subsidy required from power revenues, 
the project is an economic project in the sense that its overall benefits, to whom- 
soever they may accrue, are in excess of its costs. Otherwise, the Bureau of 
Reclamation would not have recommended the project in its report, as it has 
been national policy not to construct projects which do not have a favorable 
benefit-cost ratio. 

Other projects requiring repayment of relatively high cost per acre by power 
to irrigation are the Columbia Basin project and the central Arizona project, 
which received Senate approval in the Sist Congress. 

(b) Argument was also directed to the fact that the Bureau of the Budget 
had not approved the Mountain Home project, which was included provisionally 
in the amendment (pp. 5090 (5031), 5242 (5180)). 


6 Numerous objections to the validity of the Solicitor’s opinion were advanced by 
Senator Cordon during the committee hearings. See hearings before the Senate Com- 
mittee on Interior and Insular Affairs, 81st Cong., on H.R. 5472, at pp. 139, 236, 424, 
and 426. 

68 A copy of the President’s letter is printed at p. 2 of H. Doc. 146, SOth Cong., 1st sess., 
the letters of transmittal and report on the Central Valley project. 

6 Inclusion of the Mountain Home project was backed by numerous Idaho groups, as 
evidenced by exhibits and testimony at the committee hearing. See statements of Senator 
Dworshak at p. 403 et seq., and Representative Sanborn at p. 405 et seq.; letter from 
Mountain Home Project Association and American Legion Post No. 26, at p. 408; and 
letter from numerous members of the Idaho Legislature, at p. 472 of the hearings. The 
Spokane Chamber of Commerce in a letter to Senator O’Mahoney, dated Feb. 9, 1950, 
included at pp. 249-252 of the hearings, also endorsed the inclusion of the Mountain Home 
project, including irrigation features. 

21d. at pp. 434-436, for data concerning the minor effect which reclamation projects 
have had upon crops of which there is a surplus in the Nation. 
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The Budget Bureau tempered its objection to the irrigation features of the 
Mountain Home project by noting in its letter of February 1, 1950,” to the Sec- 
retary that such objection was without prejudice to reconsideration after the 
report of the President’s Water Resources Policy Commission. The committee 
amendment authorized outright only those features of the Mountain Home 
project which had been cleared by the Budget Bureau, as follows: Upper and 
lower Scriver Creek powerplants, Smiths Ferry Dam, Smiths Ferry-Scriver 
Creek Tunnel, Scriver Creek Dam and Reservoir. The amendment required 
both a finding of feasibility by the Secretary and approval by the President 
of the submission of such finding to Congress, before any funds might be ex- 
pended on irrigation features. 

(c) The inclusion of the irrigation features of the Mountain Home project, 
subject to a finding of feasibility by the Secretary of the Interior was thought 
by Senator Holland to be an abdication of responsibility by Congress (pp. 5242 
(5180) ). 

Inclusion of the irrigation features of the Mountain Home project subject to 
the Secretary’s finding of feasibility is but to do with a single project what 
may be done generally under section 9(a) of the Reclamation Project Act of 
1939. Under that section new projects are deemed authorized if their con- 
struction is found by the Secretary to have engineering feasibility and if they 
are determined by the Secretary to meet the economic standards set out in the 
act. , 


8. Limitation on the export of power from the Pacific Northwest 

Senator Holland objected to the section in the committee amendment which 
provided that the Secretary should not enter into contracts for deliveries of 
firm power outside the area comprising the States of Idaho, Oregon, and Wash- 
ington and those portions of the Pacific Northwest not within the said States. 
The Senator objected that a potential power user just outside the area defined 
as the Pacific Northwest would be unable to purchase firm power (pp. 5132- 
5135 (5072-5076), 5248-5249 (5186-5187) ). 

The marketing area as so limited is of such size and the projects are so located 
that at the present time, at least, power cannot be economically transmitted out- 
side it. The demand for power within that area is, and will continue for a 
number of years to be, so great that there will be no surplus firm power available 
for export to other areas.” Thus, the limitation is of little practical effect. 
(The reason for the inclusion of the limitation, of course, was to protect the 
ambitions of the State of Utah to develop Colorado River resources, which are 
regarded as necessary to the irrigation economy of that State.) ™ 


9. Miscellaneous changes in existing law 


(a) Senator Cordon objected to the change in existing law as regards rate 
approval by the Federal Power Commission ™ (pp. 5103-5104 (5044-5046), 5184, 
(5124) ). 

While it is true that under the Bonneville Act the rate schedules prepared by 
the Administrator become effective upon confirmation and approval by the Federal 
Power Commission, it is likewise true that the Commission has no jurisdiction 
over rates of power from reclamation projects. 

In an integrated system, wherein electric energy from Army and Interior proj- 
ects is physically mixed, and for which a uniform rate structure is planned, it is 
illogical to have more than one authority responsible for making and approving 
power rates. 

The committee amendment is a compromise position between the two extremes 
provided by law for rates at Army and reclamation projects. The Federal Power 
Commission’s jurisdiction over rates at Army projects is reduced from rate ap- 


71 See note 29, p. 20, supra. 
@ Regarding the general problem of interconnection between the Bonneville Power 


Administration system with systems lying outside the Columbia Basin, it should be noted 
that the Secretary of the Interior has recently ordered the interconnection of the facilities 
of BPA with those of the Central Valley project in California, after a finding by the 
Defense Electric Power Administration that such interconnection is in the interest of 
national defense. The interconnection, however, does not involve the importation or 
exportation of firm power. 

73 1d., at pp. 450-451, 453, 465-467. 

te — Cordon also brought this fact out during committee hearings. Id., at pp. 
190-191. 
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proval to rate consultation. But is jurisdiction over rates at reclamation projects 
is extended to rate consultation.” 

As has been previously noted,” the Federal Power Commission has indicated 
that it does not want a repetition of the divided responsibility which it has under 
the Bonneville Act. The Hoover Commission has recommended against such 
divided responsibiilty.” 

(b) Basie reclamation law would be changed under the committee amendment, 
Senator Gordon argued, in that the 3 percent provision of the 1939 Reclamation 
Project Act was a ratemaking measure, whereas under the amendment it would 
become interest on the unpaid balance of Federal investment allocated to power ™ 
(pp. 5108 (5044) ). 

The reclamation law would be changed in the manner indicated in the objection. 
How basic the change would be is questionable, depending upon the extent to 
which 3 percent per annum on the total Federal power investment would return 
all costs assigned to be repaid out of power revenues. 

Note that the major premise of the objection, the 3-percent provision of the 
1939 act being a ratemaking measure and not true interest, is the interpretation 
of the 1989 act which was made by the Solicitor. If the Solicitor’s opinion is 
unsound, as Senator Cordon contends, then the objection is without merit, as 
the 3-percent provision would be applicable to the unpaid balance of Federal in- 
vestment allocated to power. 

(c) Senator Cordon also objected that under the proposed amendment there 
was no ceiling upon power rates. He maintained that this was a change from 
the law as set out in the Flood Control Act of 1944, which requires the Secretary 
to dispose of power and energy at the lowest possible rates to consumers, consistent 
with sound business principles (pp. 5108 (5044) ). 

It is true that the Flood Control Act of 1944 and some other acts with respect 
to individual projects, such as the Bonneville and Fort Peck Acts, contain lan- 
guage which might be construed as placing ceilings on power rates. It is equally 
true that no such ceilings are provided for under the reclamation laws. In spite 
of that fact, the Secretary of the Interior has established power rates at low 
levels, although not always at the lowest possible level. 

The Federal Government uses ‘the power generated ‘at its plants as a resource 
and regional developmental tool. It is not in 'the power business to make a profit, 
but does and should price its product to accomplish the development purpose 
sought, at least to the extent consistent with the reimbursement requirements 
of Federal laws. For those reasons, there should be no particular objection to 
a modification of the committee amendment which would place a “ceiling” on 
power rates in some such manner as was done in the Flood Control Act of 1944. 

(d@) Senator Cordon also brought up the question of cost allocations and the 
authority to make such allocations under existing law and the amendment. 
While the argument on this point was not fully developed, it appears that Senator 
Cordon regarded the amendment as making a change in existing law with regard 
to the responsibility for making such allocations (pp. 5104 (5045) ). 

The committee amendment is really a clarification of existing law rather 
than a modification thereof. For example, it provides a procedure for allo- 
cating costs under acts which are silent on the matter or leave the solution 
to implication. The Hungry Horse Act contains no express provisions on cost 
allocations. Perhaps of more general application is the ambiguity concerning 
allocation of costs under section 5 of the Flood Control Act of 1944. The Secre- 
tary of the Interior, the Secretary of the Army, and the Federal Power Commis- 
sion have at various times claimed such authority. The amendment would set 
those doubts at rest so far as the Columbia Basin is concerned. 

The actual modifications of existing law are relatively minor and in most part 
merely enact the procedure which the agencies voluntarily follow. The Secre- 
tary of the Interior would be required to consult with the Federal Power Com- 
mission on allocations to power at reclamation projects. Conversely, the Secre- 
tary of the Army would be required to consult with the Secretary of the In- 
terior on allocations to fish and wildlife, and with the Federal Power Commis- 
sion and the Secretary of the Interior on allocations to power. Perhaps the 
most important change would be the designation of the Secretary of the Army 


% This is pointed out in the committee hearings on H.R. 5472. by Mr. Edward Weinberg, 
an attorney for the Bureau of Reclamation. Id., at pp. 333-334. 

7 At. p. 28, supra. 

77 See report of President’s Water Resources Policy Commission (1950), at pp. 242-243. 

® Also brought out in the committee hearings, supra, at p. 425. 
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rather than the Federal Power Commission as the agency to make the alloca- 
tions of cost at the McNary and lower Snake River projects. 


10. Miscellaneous 


(a) It was said by Senator Holland to be a danger sign that the two Senators 
who should best know the subject (Cordon and O’Mahoney) were in disagree- 
ment as to the merits and, in some particulars, the meaning of the proposed 
amendment (pp. 5238 (5176) ). 

Attention is directed to Senator O’Mahoney’s answer to Senator Cordon’s 
charge that the committee amendment was ambiguous and that Senator Cordon, 
although a lawyer, had no idea what it meant. Senator O’Mahoney, after prais- 
ing Senator Cordon’s talents as a lawyer, stated that he thought Senator 
Cordon “is now displaying the talents of the lawyer for the defense who sees 
ambiguity where none exists, but which can be created in the minds of those 
who are not as aware as he is of the plain meaning, of the sentence he is inter- 
preting” (pp. 5235 (5178) ). 

(6) Senator Cordon expressed the view that one of the main purposes of the 
amendment was to help toward the liquidation of the Corps of Engineers, and 
also that the adoption of the amendment would be a step toward a Columbia 
Valley Administration. No explanation was given for either view, however, 
and the point was not further developed. 

This objection is without foundation. The committee amendment did not 
attempt to divest the Corps of Engineers of any project which had been author- 
ized or proposed for construction by the Corps of Engineers. It merely proposed 
authorization of the reclamation projects approved in the joint Interior-Army 
report. 

Neither would the amendment have any connection with a Columbia Valley 
Administration. Indeed, it would make a Columbia Valley Administration less 
necessary, as it would eliminate some of the frictions arising under the present 
method of administration by three separate agencies, each operating under 
separate statutes, which have been the basis of no little support for a Columbia 
Valley Administration. 


11. Drafting point 


Senator Cordon, in discussing the final sentence of the rate section which au- 
thorized the use of the interest component, took strenuous objection to the phrase 
that the “Secretary of the Interior shall take into consideration” the application 
of the interest component.” He indicated that Interior attorneys who appeared 
before the committee took the position that the language meant “the Secretary 
shall apply,” and he felt that the language should read “the Secretary shall 
apply,” or “the Secretary shall charge,” or “the Secretary shall credit” (pp. 5235 
(5173) ). 


Cc. ISSUES WHICH HAVE RECEIVED DISCUSSION SINCE PASSAGE OF H.R. 5472 
1. Irrigation subsidy—tlimitation 


It has been suggested that an upward limit be put upon the total amount of 
assistance which irrigation projects could receive, regardless of assistance which 
irrigation projects could receive, regardless of the source of that assistance, in 
order to reduce the sheer size of the amount available for irrigation subsidy and 
to meet, at least in part, the argument that a tremendous source of subsidy would 
spawn unsound irrigation projects. 

Alternatively, there have been considered a dollar limit and a limit based on a 
percentage of power-construction costs. Senator Magnuson has proposed a 
dollar limit of $800 million as being sufficient to cover the $794 million subsidy 
to be required at existing projects and those reasonably expected to be authorized 
within the next 20 years. To cover the total amount now anticipated as the 
ultimate need for the projects in the Columbia Basin report, however, a consid- 
erably higher limit—about $1,500 million—would be required. A compromise 
figure of $1 billion has been suggested. 


7% The Administration amendment, as proposed in the Feb. 1, 1950, letter from the 
Bureau of the Budget to the Secretary, read “may take into consideration” rather than 
“shall take into consideration.”’ The word ‘‘may’’ was used in view of the fact that the 
question of application of the interest component was still under consideration by the 
President’s Water Resources Policy Commission. See reference to the Budget Bureau 
letter in note 29, p. 20, supra. 
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Fifty percent of power construction costs has been suggested as an alternative 
on the assumption that that limitation would amount to about $1,500 million. 


2. Irrigation subsidy—interest component 


It has been proposed that only a portion of the interest component be used to 
supply the assistance from power to irrigation, within such maximum limitation 
as may be specified. This proposal was designed to meet the argument that aid 
to irrigation should not exceed the profit element in the interest rate, i.e., the 
difference between actual cost of money to the United States and the higher 
rate applicable to Bureau and Army projects. 

However, on the basis of a 3-percent rate for Bureau projects, a 214-percent 
rate on Army projects and the transmission system, and a 2-percent rate as 
actual cost to the Government, it has been estimated that the profit element in 
the interest rate would amount to only $743 million, which is only about one- 
half of the assistance required by irrigation from power revenues. Thus a sur- 
charge of some $750 million would have to be paid by power users, which would 
require higher power rates. 

An alternative to the use of only the profit element is the use of an arbitrary 
percentage, such as a 40-percent maximum of the interest component in liquidat- 
ing the assistance from power to irrigation. This 40 percent would make available 
more than $1,500 million, which is more than the total assistance required. This 
alternative seems preferable, as the interest rates should be kept as close as pos- 
sible to the actual cost of money and the extent of irrigation subsidy should be 
determined in some other way.” 


3. Irrigation subsidy—authorization to existing projects 


Objection has been made to the provision of 8S. 3428, section 2(a), requiring 
specific congressional approval before assistance from the basin account can be 
made available to existing irrigation projects. An alternative would give the 
Secretary of the Interior the power to make available such assistance without 
specific authorization by act of Congress. 

Reclamation law now requires congressional approval of water users’ repay- 
ment contracts, and the water users should not object to obtaining congressional 
approval for assistance from the basin account. Existing projects should be in 
no more favorable position than new projects. Moreover, the alternative would 
make possible the exertion of tremendous pressures on the Secretary of the 
Interior. 

A compromise proposal would authorize the Secretary to relieve districts from 
the amounts which might be due under their respective repayment contracts with 
the United States in years beyond a stated period, perhaps 50 years. 


}. Reservation of blocks of power to Idaho and Montana 


It has been argued that there should be reserved for use in Idaho a block of 
power which could be developed at the five run-of-the-river plants proposed by the 
Idaho Power Co.** These plants could not be developed if the Hells Canyon 
project is constructed. 

This proposal would strengthen a dangerous precedent, one which has not 
been applied to any project in the Pacific Northwest other than the Hungry Horse 
project. If Idaho is entitled to a reservation of a block of power from Hells 
Canyon project, other States in the Northwest similarly could claim reservations 
of power from Federal dams within or on their boundaries. A patchwork of 
limitations on the disposition of Federal power would ensue and quite likely would 
result in confusion in the marketing of power from the Federal system and by 
far from most efficient marketing of such power and location of industrial plants. 
A preferable solution is to seek the development of a power supply adequate for 
the needs of the entire region, rather than to reserve for particular subareas 


8% In re the attitude of the President’s Water Resources Policy Commission on the use 
of the interest component as an aid to irrigation, see its 1950 report, at pp. 71, 83-86. The 
Commission is averse to such use, and proposes instead that the Federal Government bear 
directly the costs of reclamation projects above that portion to be repaid by water users 
and secondary beneficiaries (p. 84). In the opinion of the Commission, power revenues 
should repay simply power costs, including operation and maintenance, with interest, plus 
payments in lieu of taxes as discussed in note 81, infra. 

1It has also beem suggested that blocks of power revenues be allocated to States to 
assist State irrigation projects. But this suggestion ignores the fact that the basin 
account is a statistical account for rate and payout purposes. It is not a cash account 
from which actual cash could be paid to the States. 
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within the region power to be developed at nearby plants. The Pacific Northwest 
is an economic unit, and an adequate power supply for the entire unit should be 
the objective. 

If a block of power is to be reserved for Idaho, the proposal above outlined 
would not be reasonable, as not all of the power from the run-of-the-river plants 
proposed by the Idaho Power Co. would be used in Idaho. Part would be used 
in Oregon. 

A similar proposal may be made with reference to Montana and future Federal 
projects in that State, particularly Libby. 


5. Payments in lieu of tarves 


A provision for payments in lieu of taxes has been proposed, chiefly by southern 
Idaho interests which reportedly seek some $3 million per year in lieu of taxes 
from the Hells Canyon project. 

The Federal Government owes no general duty to the States or local taxing 
units to aid in their support by submitting its lands to taxation or by making 
voluntary payments in lieu of taxes. However, payments in lieu of taxes would 
be fair and equitable in two circumstances: (1) when substantial tax revenues 
are lost because of the removal of property from local tax rolls by virtue of its 
acquisition by the Federal Government; and (2) when the costs of services per- 
formed by local governmental units are substantially increased because of the 
impact of the Federal activities. Even under the foregoing circumstances, the 
amount of the payments should bear a direct relationship to the amount of 
revenue lost or the costs of the additional local services which are made neces- 
sary. They should not be an arbitrary sum such as a percentage of the land 
valuation or revenues derived from the Federal operations. 

Federal development of natural resources creates new wealth and thereby in- 
creases the tax base and local tax revenues in amounts far in excess of revenues 
lost because of the acquisition of land by the Federal Government. For example, 
the construction of an irrigation project increases manyfold the value of the 
land to be irrigated. Taxes lost on land acquired for the dam and canal systems. 
are insignificant when compared with the new revenues made possible by the 
tremendous increase in assessed valuation resulting from the construction of 
the project. 

Similarly, availability of large blocks of low-cost power attracts new indus- 
tries. In the Pacific Northwest, industrial plants with a value of hundreds of 
millions of dollars have been erected solely because of the availability of abun-: 
dant low-cost power. These plants not only pay heavy taxes to local govern- 
ments, but provide additional revenues to such local units from taxes paid on 
their homes and cars by additional workers who are employed at those plants. 
A tremendous increase in economic activity directly traceable to the Federal 
power supply results in increased tax revenues for local bodies through an ever- 
widening circle of indirect stimulation. 

This taxable wealth-creating process would be retarded by an increase in the 
price of its prime cause, low-cost power. For example, a $3 million annual 
payment in lieu of taxes from the Hells Canyon project would require a mini- 
mum increase of approximately $4.35 a kilowatt-year on the 692,000 kilowatts 
of firm power which will be available from that project. If Congress should re- 
serve a block of power for use in Idaho, it might well require that the payments 
in lieu of taxes be made from revenue derived from the reserved block of power. 
Assuming that 50 percent of the output would be reserved for Idaho, the pay- 
ments in lieu of taxes would amount to approximately $8.70 a kilowatt-year. 
A surcharge of $8.70, or even $4.35, on power rates in southern Idaho over 
what they would be elsewhere in the region would heavily retard industrial 
development in Idaho. 

A requirement of payments in lieu of taxes for all projects in the Pacific North- 
west, similarly would penalize that area if the same requirement of payments 
in lieu of taxes was not applicable to projects in other regions. Pacific North- 
west power rates would bear a surcharge not required of other regions, and, to 
the extent of that surcharge, industrial development in the Pacific Northwest 
would be retarded. The solution is not a requirement for a particular project or 
even for a particular region. The only equitable requirement would be a nation- 





PACIFIC NORTHWEST ACCOUNT 57 


wide one, and it should provide for payments in lieu of taxes only in the cir- 
cumstances above outlined.” 


6. Protection of upstream consumptive uses of water 


In S. 3428 and in the committee amendment to H.R. 5472, the amount of water 
reserved for future upstream depletion was limited to amounts determined to be 
reasonable and equitable for the future reclamation developments in the Hells 
Canyon report.* 

It has since been suggested that there be reserved for upstream diversion an 
amount which is reasonable and equitable for irrigation developments “like those 
indicated in” the Hells Canyon report. This removes any quantitative limit, 
and makes the amount reserved depend only upon what is “reasonable and 
equitable,” which seems loose in the extreme. 

The suggestion has also been made that there be reserved for future upstream 
diversion all waters needed for domestic, municipal, stock water and industrial 
purposes. There can be no objection to a reservation for domestic, municipal 
and stock water purposes, but an unrestricted reservation for industrial purposes 
conceivably could have an adverse effect upon the operation and financial feasi- 
bility of Hells Canyon project. A reservation for future upstream industrial 
purposes in some reasonable amount would not seem objectionable and would 
protect industrial development in the southern Idaho area. However, an 
unqualified reservation could seriously affect the physical and financial opera- 
tions of the project through large diversions for industrial purposes of which 
we have no conception. 


7. Depreciation accounting or an arbitrary period of years 


The question has been raised whether, in the ratemaking provision, deprecia- 
tion accounting should be used or whether power rates should be fixed on the 
basis of repayment of the Federal investment within an arbitrary, shorter period 
of years. 

The General Accounting Office, in its report on the audit of the Tennessee 
Valley Authority for fiscal year 1949, recommended against any rigid amortiza- 
tion requirements. In addition, the General Accounting Office is working with 
the Department of the Interior under the Accounting and Auditing Act of 1950, 
Public Law 784, on a new accounting system for the Bureau of Reclamation and 
is recomemnding depreciation accounting for all reclamation properties. How- 


82 A study of the general problem of the Federal Government’s fiscal responsibility to 
local governments by virtue of the ownership of Federal property within the jurisdiction 
of such local governments is at present being made by the Bureau of the Budget, with 
a view toward recommending legislation designed to meet the problem on a national scale. 

The President’s Water Resources Policy Commission in its report. vol. I,, p. 77, said, 
“The amount of such payments [in lieu of taxes] * * * generally should not exceed the 
taxes formerly paid by properties taken over by the Federal Government.” 

83 Some such reservation was strongly urged by the following persons and organizations 
during committee hearings. Page references are to the hearings before the Interior and 
Insular Affairs Committee : 

Gov. C. A. Robins of Idaho, letter, p. 257. 

Southwestern Idaho Water Conservation Project, Inc., letter by E. W. Rising, p. 256. 

Senator Glen H. Taylor of Idaho, pp. 305—306. 

Dan Cavanaugh, national (Democratic) committeeman for Idaho. 

Bob Summerville, manager, Nampa Idaho Chamber of Commerce, telegram, p. 327. 

J. L. Craig, Jr., executive secretary, Pocatello (Idaho) Chamber of Commerce, telegram, 
p. 327. 
Burley (Idaho) Chamber of Commerce, telegram, p. 327. 

Howard K. Fleming, president, Mountain Home (Idaho) Chamber of Commerce, tele- 

Tam, p. 327. 

. R. Me Wetherell, secretary, board of directors, Mountain Home Project Association, 
telegram, p. 327. > 

Earl W. Murphy, secretary, Idaho State Chamber of Commerce, telegram, p. 327. 

John D. Glasby, mayor, Mountain Home, Idaho, telegram, p. 328. 

Earl C. Reynolds, Boise Chamber of Commerce, telegram, p. 328. 

0. J. Bothne, manager, Twin Falls Chamber of Commerce, telegram, p. 328. 

Cy Davis, manager, Idaho Falls Chamber of Commerce, telegram, p. 328. 

N. V. Sharp, chairman, Snake River Compact Commission for Idaho, telegram, p. 329. 

W. A. Coiner, president, Twin Falls Canal Co., telegram, p. 329. 

Mark R. Kulp, State reclamation engineer (Idaho), telegram, p. 329. 

Wm. PB. Welsh, secretary-manager, repeesl Reclamation Association, enclosing resolu- 
tion adopted by board of directors, pp. , . 

* The President's Water Resources Policy Commission, in recommending that the Federal 
Government set up multipurpose program accounts for each river basin, stated that annual 
costs would include, among other things, amortization of the reimbursable investment 
over a period ordinarily, not to exceed 50 years. Report of the President’s Water Resources 
Policy Commission, at p. 85. No direct reference was made to the question whether 
depreciation accounting, or an arbitrary period of years, should be used as the basis for 
fixing power rates. 





58 PACIFIC NORTHWEST ACCOUNT 


ever, aS shown by Senator Eaton’s opposition to any increase in payout periods 
(Committee on Interior and Insular Affairs, 81st Cong., Hearings on H.R. 5472, 
p. 186), there could develop opposition to basing power rates in part upon the 
actual useful life of a project rather than on an arbitrary period of years which 
in the past has been considerably shorter than life expectancy of the project. 


8. Montana’s request for State use of benefits 


The contention has been voiced by Montana interests that irrigation projects 
should be subsidized by the Federal Government on the same basis regardless 
of whether they are built by Federal or State agencies.” Governor Bonner 
stressed this point in his letter of June 15, 1949, to the Commissioner of the 
Bureau, and the point has been raised since that time in connection with pro- 
posed drafts of legislation to authorize Interior projects and establish a basin 
account. 

This proposal would result in a major change in reclamation policy and its 
adoption with reference to the Columbia Basin would no doubt be looked upon 
as precedent for similar legislation relative to other river basins. It should be 
considered on its merits but only in a bill applicable to all areas in which the 
Bureau of Reclamation operates. Injection of this proposal in a bill applicable 
only to the Columbia Basin might well result in at least delaying and perhaps 
preventing enactment of the basin account proposal. 


(Mr. Norwood subsequently submitted the following letters, state- 
ments, and exhibits for the record :) 


NorTHWEST PUBLIC POWER ASSOCIATION, INC., 
Vancouver, Wash., January 18, 1960. 
Mr. ALEX RaApDIN, 
General Manager, American Public Power Association, 
Washington, D.C. 


Dear ALEX: We would appreciate very much if the American Public Power 
Association would submit testimony before the Senate Interior Committee on 
January 22 in opposition to 8. 1888 and before the House Interior Committee on 
January 25 on the Pacific Northwest account bills. 

I suggest that you follow the policies adopted by the Northwest Public Power 
Association board of trustees on November 7 as set forth in the enclosed consumer 
power policy. This puts us on record in favor of a positive irrigation program 
and urges that irrigation be a coequal purpose of water resource development. 

As a coequal purpose of water resource development we are urging that the 
portion of the irrigation investment which is beyond the capability of the local 
water user to repay should be treated in the same manner as the Congress now 
treats flood control and navigation investment, namely on a nonreimbursable 
basis. 

Under this policy there is no need for placing an additional and special Federal 
tax upon the power users from Federal projects. 

We should note in passing, of course, that no private utility dam provides any 
subsidy for irrigation. 

Additionally, as you know, the Bonneville Power Administration had a deficit 
of over $9 million last year and therefore simply has no net revenues available 
for subsidizing anything. 

Finally in both the Bonneville Act and the Flood Control Act of 1944 (sec. 5) 
the Congress set forth the policy of power being sold at the lowest possible 
cost and that the Treasury is to be repaid actual costs. This does not contem- 
plate any net revenues being available from power. 

I regret our testimony is not yet ready but a copy will be mailed to you as 
soon as possible. 

Again, I urge that you testify against these bills because they can do us a lot 
of damage in the Pacific Northwest. 

Best regards. 

Sincerely, 
Gus Norwoop, Hzecutive Secretary. 


% See note 80, p. 71, supra. 
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CONSUMER POWER POLICY 
PREAMBLE 


The local consumer power system has been created by the citizens of the 
community for the express purpose of supplying adequate electric power, when 
and where it is needed, at the lowest rates consistent with sound business 
principles. 

Being consumer owned, its customers and its stockholders are one and the 
same, with the result that it has one master and one loyalty—the community and 
its citizens. With direct control of operating policy by the people it serves, the 
local consumer-owned system is in an unequaled position te serve the community. 

The rivers of the Nation belong to the people and comprehensive development 
of these natural resources should bring the American public undiminished benefit 
of such development. This requires a positive program of public generation, 
transmission, and distribution reaching all the way to the ultimate consumer 
whenever and wherever necessary. The gifts of nature are for the people. 


POLICY 
I. Motto 

To provide the best possible electric service at the lowest possible cost, con- 
sistent with sound business principles. 


IT. Purposes of the association 


A. For their operations to be outstanding and successful in promoting the 
public interest, the consumer-owned electric utilities must stand and work to- 
gether, exchanging ideas and experiences for mutual benefit. 

B. When the Northwest Public Power Association was established in 1941 its 
founders set down these purposes : 

1. To form a nonstock, nonprofit corporation for the purpose of rendering to 
such consumer-owned and operated electric light and power utilities in the States 
of Idaho, Montana, Oregon, Washington, and Alaska, as may subscribe; tech- 
nical, legal, accounting, financial, purchasing, and other services and counsel 
peculiar to the operation of electric utilities. 

2. To advocate and promote the highest possible efficiency in organization and 
operative methods of local consumer-owned electric utilities. 

3. To render assistance and service to the defense of, or the promotion of, 
any interest common to its members. 

4. To educate its members and the public in the principles and policies of 
consumer ownership and operation of electric light and power utilities; and to 
safeguard the principle of home rule. This does not contemplate pecuniary gain 
or profit to the members. 


III. Conservation of natural resources 


A. Conservation is the wise use of natural resources to achieve the greatest 
good for the largest number of people for the longest time. Second only to the 
development and protection of its human resources, the Nation’s foremost task 
is the conservation of its natural resources. 

B. As applied to water resources, the test of conservation requires that each 
river should be developed on a unified basis under a comprehensive plan. Com- 
prehensive plan means the best of alternate plans for projects for improving a 
waterway to achieve by integrated operation the maximum amount of net public 
benefits for all public uses during the economic service life of such public works. 

C. In order to achieve optimum public uses, river basins should be developed 
on a balanced, multiple-purpose basis for soil and forest conservation, flood con- 
trol, reclamation, and irrigation of land, improvement of navigation, municipal 
and industrial water supply, hydroelectric power, abatement of pollution, pro- 
tection of fish and wildlife, expansion of recreation, maximum aesthetic values, 
and other benefits. 

PD. Congress should provide for long-range planning to insure the control and 
utilization of water resources, as rapidly as they can be soundly undertaken. 

E. Congress should provide for more effective administration for financing, 
construction, and operating these river projects in the most efficient manner. 


IV. Federal power policy 


A. Hydroelectric power is one of the foremost and coequal purposes of water 
resources development. 


50992—60—pt. 1——_5 
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B. We endorse the Federal power policy as set forth by Congress in the Flood 
Control Act of 1944 in the following four principles: (1) To encourage the most 
widespread use of electric energy; (2) at the lowest possible rate to consumers ; 
(3) consistent with sound business principles; (4) with preference to public 
bodies and cooperatives. 

C. We recognize that the antimonopoly or preference clause is a “home rule 
clause” which preserves the right of home rule for cooperatives and local units 
of government. Since the rivers of the Nation belong to the people, it is fitting 
that the people should have first call on publicly generated electricity. As 
owners of the water power, the general public has the right to the undiminished 
benefits of the resultant energy at cost and without the imposition of toll charges 
and monopoly control. 

D. In order to encourage the widest possible use of electric energy and to 
prevent the monopolization thereof, the Congress should direct the construction 
of transmission facilities to intertie Federal projects and to transmit or other- 
wise provide for transmitting such power at our distribution voltages to our 
local load centers. 


V. Public utility responsibility 


A. The furnishing of electric energy is the second most important public utility 
function of government, second only to the furnishing of a safe domestic water 
supply. An electric utility is a public trust. 

B. The local consumer-owned electric system, whether publicly or cooperatively 
owned, is peculiarly adapted to carry out this public trust. It is democratically 
controlled and regulated by a local board or council which is responsive to the 
will of the people. It is oriented to its local community and all earnings of the 
enterprise remain in the home community and are not dissipated to absentee 
groups. It is conducted for the long-run future, aiming at complete debt retire- 
ment so that the system may ultimately be owned debt-free by the consumers. 

C. As electric utilities, we must measure up to the four tests of public utility 
responsibility, which are: (1) to serve all consumers; (2) with adequate facil- 
ities; (3) at reasonable rates; (4) without discrimination. 

D. In its fullest sense, the meeting of our public utility responsibility includes 
the provision of an adequate supply of low-cost power for the promotion of in- 
dustrial development and opening of new job opportunities for a growing popu- 
lation. To this end we endorse the policies of the Employment Act of 1946. 

BE. We recognize that the conservation of resources and providing of an ade- 
quate supply of low-cost power is essential for the healthy growth of our peace- 
time economy. 

F. We likewise consider an adequate supply of electric power as a critical 
element in the national defense. Any shortage of power in any area of the 
Nation is an indication of military weakness and unpreparedness. 


VI. Power business is public business 


A. Power business is public business because it involves the conservation of 
the Nation’s resources, including the hydroelectric, atomic, and fossil fuel energy 
resources. 


B. Power business is public business because it provides an essential public 
utility service. 

C. Power business is public business because a greater supply of low-cost 
power can do so much to increase the Nation’s productivity and standard of 
living of the people. 

D. Consumer-owner power utilities have a responsibility to establish’ high 
standards of performance and “yardsticks” to insure that the benefits of the 
Nation’s public resources flow undiminished to the ultimate citizen owners. 


CONSUMER POWER PROGRAM 


The test of good legislative policy is that it be in the public interest and be 
workable in practice. Our long-range programs should be able to stand this 
same test. The following statement of the association’s program is intended as 
a practical implementation of the above policies. 


I, Program to increase power supply 
A. We favor sound planning and orderly scheduling of new power facilities 


consistent with progressive load forecasting, good engineering, and the test of 


comprehensive development. Any project proposed for construction should meet 
these tests. 
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B. We favor a positive program for the conservation and development of 
fisheries, wildlife, and recreational resources of the Pacific Northwest and Alaska, 
and for adequate research as these relate to the water resources development. 

C. Under the principle of comprehensive development of water resources, we 
have supported Federal construction of the following dams: 


COMPLETED 


Hungry Horse Chief Joseph Canyon Ferry 
Detroit Palisades Eklutna 

Big Cliff Dexter Anderson Ranch 
Lookout Point Chandler Roza 

McNary Albeni Falls 


UNDER CONSTRUCTION 


Ice Harbor Hills Creek Fort Peck No. 2 
Yellowtail John Day 
The Dalles Cougar 


PROPOSED PROJECTS 


Hells Canyon Upper Scriver Eagle Rock 

Glacier View Lower Monumental Blue Lake 

Little Goose American Falls Lower Scriver 

Lower Granite powerhouse Green Peter 

Devils Canyon Libby Burns Creek 

Bruces Eddy Paradise Swan Lake (in Alaska) 
Penny Cliffs Nez Perce 


D. We recognize and support the important role of the Federal Government 
in building the larger facilities and those which involve complex multiple-purpose 
and other national considerations. Concurrently, we likewise support the efforts 
of our consumer-owned electric systems to build projects which do not involve 
paramount national considerations. Hundreds of such projects are available for 
development in our five States. 

E. We favor construction of Federal steamplants as required for most economi- 
cally meeting the load requirements of an area. 

F. Federal atomic generating plants: We believe in the continued public con- 
trol by the Government of the United States over atomic energy, and we also 
urge Congress to authorize the construction of Federal atomic electric generat- 
ing plants. 


Il. Federal transmission lines 


A. Greatest economy and most effective use of power supply require inter- 
connection of the various electric powerplants within a region and their connec- 
tion with the various load centers. ‘These transmission lines are the essential 
generator-to-market roads without which limited groups can bottle up a Federat 
dam and by such monopoly render it a captive dam whose power must be sold 
at sacrifice prices. 

B. We urge Congress to construct transmission and substation facilities to 
integrate Federal power projects to achieve maximum firm power and to transmit 
such power to the load centers of public bodies and cooperatives at their required 
voltage. 

C. We favor the policy of Congress in limiting the marketing authority of 
Federal agencies to wholesale accounts. Furthermore, we believe that a Federal 
marketing agency should sell power to private industries within the distribution 
area of any public body or cooperative only when requested by such public or 
cooperative body. 

D. We urge Congress to enact legislation and we urge the Federal administra- 
tive agencies to permit no power sales or exchange contract nor grant any ease- 
ment, license, or right-of-way over public lands to any private electric company 
unless the company agrees to make available the excess capacity of its trans- 
mission system for wheeling federally generated power to preference customers. 


III. Interregional interties 


A. We favor legislation including an amendment of the Bonneville Act to limit 
the use of any intertie to exportable surplus power; that is, power for which 
there is no market in the region of origin at the time of export. No power should 
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be sold outside the region without the right of first refusal at the same rate 
within the region. We favor studies by the Bonneville Power Administration 
for interconnection of the Columbia River power system and the Central Valley 
project of California, the Missouri River Basin, and Canada. 

B. We favor studies by the Bonneville Power Administration for the integra- 
tion of the Columbia River power system and the upper Snake River system. 

C. We endorse and urge Congress to direct the making of a study of a railbelt 
transmission grid system for Alaska including provisions for power pooling 
in the Anchorage and Fairbanks areas by interconnecting Federal and non- 
Federal powerplants and loads. 


IV. Upstream storage 


A. The Pacific Northwest urgently needs upstream storage projects to catch 
wasteful summer floodwaters and store them for release in winter when Columbia 
River flow is lowest and when power need is greatest. Upstream storage can 
serve the double purpose of flood control and power. Upstream storage can 
convert useless flood water into useful power production. 

B. We advocate a positive program for constructing upstream storage proj- 
ects. We recognize that upstream storage is the key to the comprehensive de- 
velopment of the Columbia River for optimum public uses. Consistent with the 
requirements for irrigation, flood: control, navigation, and other provisions of 
law and of FPC licenses, comprehensive development requires and includes both 
hydraulic and electrical coordination of Federal and non-Federal projects on 
an assured and predictable basis in the operation of hydroelectrie and other 
power facilities of this region and adjacent regions. 

C. We oppose the diversion of the Columbia River into the Fraser River. 
Instead, we urge Congress to expedite negotiations between Canada and the 
United States looking toward the full development of the Columbia River as 
a unit for the highest benefit of the people of both nations. 


V. Capital budget 


A. We urge Congress to amend the Employment Act of 1946 by adoption of a 
Federal capital budget to distingiush between operating expenditures and capital 
investments and further to distinguish self-liquidating productive capital in- 
vestments such as REA loans and Federal power investments. 


VI. Irrigation 


A. Irrigation is one of the foremost and coequal purposes of water resources 
development. 

B. We support a positive irrigation program in the Pacific Northwest as re- 
quired by the demand for agricultural produce. To this end we urge investiga- 
tions and study to determine the long range, economically feasible irrigation 
potentials as limited by the availability of water and land. 

C. We recognize that that portion of irrigation investment which results 
in direct local benefits should be self-supporting as to operating and maintenance 
expense and repayment of investment which is within the capacity of water 
users to repay as determined by the Secretary of the Interior. 

D. We recognize likewise that the indirect benefits and some of the direct 
benefits of irrigation accrue primarily to the national economy similarly to flood 
control and navigation. These benefits should be treated similarly to flood con- 
trol and navigation on a nonreimbursable basis. We recommend that Congress 
do this either directly as for flood control and navigation or indirectly as by 
application of the interest component. 


VII. Rural electrification 


A. We urge Congress to make available adequate appropriations for use as 
eapital loan funds to REA borrowers including loans for generation and trans- 
mission cooperatives, and adequate funds for administration and for research 
in power use. 

B. We recommend amendment of the REA Act to permit a 50-year repayment 
period when funds are used for longer life projects. We believe REA will func- 
tion in the best public interest as an independent agency with budget and ap- 
propriations review by the congressional agricultural and appropriations com- 
mittees. We oppose any attempt to increase the REA interest rate above the 
present 2-percent level. 
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VIII. Program to insure electric power at cost 


A. We favor financing of Federal power facilities on a self-liquidating basis 
providing for repayment of power investment together with interest over a 100- 
year period. 

B. We oppose any unjustified increases in power rates over those necessary to 
meet actual costs. 

C. We urge Congress to establish uniform criteria for evaluating multiple- 
purpose power projects based on actual anticipated service life of each category 
of investment. 

D. Our consumer owned electric systems pay many millions of dollars in taxes 
for the support of schools and local units of government. We also reduce the 
operating costs of tax supported agencies by providing them with lower cost 
power and other services. We also stimulate expansion of tax base by encour- 
aging industrial development. We oppose any punitive tax proposals such as 
one on capital credits of our cooperatives, or a tax on interest on electric revenue 
bonds. 

E. We favor a rate of interest at Federal projects equal to the average cost 
of money to the Government. When national considerations delay a Federal 
project, the excessive interest during construction should not be included as a 
cost. 

F. We endorse the Kerr-Trimble bill in principle as regards the various 
factors in Federal power rates. 

G. We urge Congress and the State legislatures to provide for reimbursement 
of consumer owned electric systems when they must move poles incident to high- 
way construction. 

IX. Regional power agency 

A. To open new avenues of agricultural and industrial opportunity and to 
provide increased employment for an expanding population by accelerating 
the rate of power development, we urge that Congress create a regional public 
organization to carry forward the Northwest power program. 

B. We oppose the present draft of the proposed interstate compact involving 
the control or allocation of electric power in the Pacific Northwest. 

C. We endorse the Hoover Commission recommendation to transfer naviga- 
tion of flood control functions of the Corps of Engineers to the Department of 
Interior. We further urge that the Department of the Interior be reorganized 
as the Department of Natural Resources. 


X. Program for sound regulation of private utilities 

A. We recognize that private electric companies in performing public utility 
functions are operating as monopolies under special privileges granted by the 
various units of Government. They are given governmental power to condemn 
private property ; they are granted franchises and certificates of convenience and 
necessity and are given the use of highway right-of-way. 

B. We recommend that Congress order an investigation of the electric utility 
industry in the following respects: 

1. To determine the effectiveness of Government regulation. 

2. To determine the extent of propaganda, political, and lobbying activity of 
the private electric companies. 

3. To determine the efforts being made by the companies to thwart and dis- 
credit consumer owned electric systems. 

4. To determine the extent to which the Public Utility Holding Company Act 
has been carried out by SEC. 

5. To determine the extent to which the industry is meeting its public utility 
responsibility. 

C. We oppose the merger of private utility corporations in the Pacific North- 
west as being contrary to the public interest and as ‘encouraging monopoly. We 
oppose any amendment to the Public Utility Holding Company Act of 1935 which 
would exempt from regulation such proposed supergenerating corporations as 
the Pacific Northwest Power Co. 

D. We urge Congress to direct the Federal Power Commission to require ac- 
counting adjustments removing from the utility rate base all net plant invest- 
ment which has been written off under accelerated amortization and liberalized 
depreciation. We also urge Congress to investigate SEC, FPC, and the Bureau 
of Internal Revenue in regard to lax accounting and tax administration involv- 
ing private utilities. 





64 PACIFIC NORTHWEST ACCOUNT 


BE. We urge the improvement of corrupt practices laws so as to prohibit the 
use of ratepayer funds for lobbying, propaganda, political activity and to in- 
fluence elections on the part of private electric corporations. 


XI. National defense 


A. We believe that this Nation, strictly from concern for national defense, 
should always have a reserve of at least 15 percent above peak loads. We de- 
plore the lack of a national military policy providing for adequate power supply. 
To correct this deficiency we urge that Congress by law require the Secretary 
of Defense to conduct continuing surveys of our energy requirements for war 
production and to make annual reports to the President and Congress with 
recommendations for meeting such electrical requirements. Reserve power 
eapacity is as necessary for national defense as any stockpile of a commodity 
which would be in short supply in event of war. 


XII. Program for benefit of member systems 


A. Consumer-owned electric systems must stand and work together, exchang- 
ing ideas and experiences for mutual benefit. To assist in the achievement of 
this goal, the association offers the following: 

1. The association conducts an annual 3-day convention for policymaking 
and management officials, an annual 1 week meter school cosponsored with 
Oregon State College, and three workshops of 2 days each by thé power use 
section, accounting and finance section, and engineering and operations sec- 
tion. Bound copies of the workshop proceedings are provided for the entire 
membership. The association has general committees, chief of which are the 
wholesale rates and the legislative committees. 

2. The chief vehicle of communication is “The Pacific Northwest Public Power 
Bulletin” which reaches 3,000 leaders in the field monthly. We also publish 
an annual “Electric Power Directory” and mail considerable miscellaneous lit- 
erature. The annual wage survey is a major project which is quite popular. 

3. The NWPPA office has a staff of four. It is primarily a research center 
with extensive library and files on electric power matters. The member sys- 
tems set the association policies. The board of 25 trustees determines the 
budget and association program. 


XIII. Achievement awards 


A. To encourage the most efficient operating practices and excellence of en- 
gineering in electric generation, transmission and distribution, and in order to 
honor the foresight and abilities of Mr. McGuire for his contributions to the 
ideals of consumer owned power systems, we hereby establish the “Milton Hunt 
McGuire Engineering Achievement Award.” 

B. The membership has authorized a utility award for those Pacific North- 
west consumer-owned utilities whose average residential rate for any calendar 
year is 1 cent or less per kilowatt-hour. As of May 25, 1959, there were 23 
qualifying utilities: 

Canby Tacoma 

Cascade Locks Lakeview Light & Power Co. 

Cheney Salem Electric 

Drain Vera Irrigation District 

Eugene Benton County Public Utility District 
Forest Grove Clark County Publie Utility District 
Grand Coulee Clatskanie Public Utility District 
McMinnville Cowlitz County Public Utility District 
Milton-Freewater Grant County Public Utility District 
Monmouth Grays Harbor County Public Utility 
Richland District 

Seattle Northern Wasco Public Utility District 


XIV. The test of public interest 


A. Consumer-owned power systems had a profound effect upon the industry, 
acting as a bridge between the people and their natural resources. These sys- 
tems have served as a yardstick of performance in low rates, good service, rural 
electrification, and responsiveness to the public will as well as advocates of 
sound conservation and comprehensive development of natural resources. 
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NorRTHWEST PUBLIC POWER ASSOCIATION, INC., 
Vancouver, Wash., January 18, 1960. 
Mr. KEN BILLINGTON, 
Havecutive Secretary, Washington PUD Association, 
Washington, D.C, 

Dear Ken: At lunch today Ivan Laird and Vince Cleaveland and I discussed 
a possible compromise on the California intertie situation consisting of two 
courses of action: 

(1) Urge that the west coast Senators, including the California Senators, 
cosponsor an amendment to the Bonneville Act designating the limits of the 
Bonneville service area to the California boundary and limiting any future in- 
tertie to surplus dump power. 

(2) Support the Bonneville Power Administration in entering into a contract 
with P.G. & E. whereby P.G. & E. will build a line with at least 230,000 volts from 
Klamath Falls to the Pitt River, about 90 miles, at a cost of about $6 million, 
provided that all net revenues to BPA should be used to amortize the cost of this 
line and when it is amortized that the line shall accrue to the Central Valley 
project, and shall thereafter be owned by the Bureau of Reclamation, and that 
the existing indebtedness of BPA to the U.S. Treasury should be reduced by 
the amount of the amortized line. 

This proposal is what I was trying to develop at the January 6 meeting in 
the discussion with Byron Price. 

It would permit early construction of the line and early realization of net 
revenues by BPA which would show as net income to BPA even though the 
actual money was used by P.G. & E. to pay off its bank loan for the money 
which it used to build the line. 

BPA estimates the line will pay for itself in less than 5 years. 

At the same time the Government will retain control over the intertie and 
thus prevent any monopoly over the line. 

I hope you can test out this idea on your visits around Washington, D.C. 

Best personal regards. 

Sincerely, 
Gus Norwoon, Executive Secretary. 


NORTHWEST PUBLIC POWER ASSOCIATION, INC., 
Vancouver, Wash., January 22, 1960. 


To: Pacific Northwest Delegation in Congress, Senate Committee on Interior 
and Insular Affairs, House Committee on Interior and Insular Affairs. 
Subject: Pacific Northwest account legislation—request for postponement. 


1. The enclosed letter from the State of Washington requests that the Pacific 
Northwest account legislation be set aside and postponed to the next Congress in 
order that a Washington State study, which is in progress, can be completed 
and in order that certain related problems can be studied as well. 

2. The Northwest Public Power Association joins in this request. 

3. We also enclose an address I made on the subject of irrigation subsidy 
April 16, 1959, which partially reflects our policy position. 

4, We hope to send you our complete detailed testimony on January 29. 

Sincerely, 
Gus Norwoop, Executive Secretary. 


STATE OF WASHINGTON, 
DEPARTMENT OF CONSERVATION AND DEVELOPMENT, 
Olympia, January 19, 1960. 
Hon. HENry M. JACKSON, 
Senate Office Building, 
Washington, D.C. 


Dear Scoop: We have seen the press reports indicating that the Senate Com- 
mittee on Interior and Insular Affairs will conduct hearings on January 22, 25, 
and 26, on the basin account proposals. 

The Department of Conservation has had a study in progress for several 
months on the subject of subsidizing the construction of irrigation projects in 
this State and the Pacific Northwest. We expect to publish our findings within 
the next 90 days. 
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These alternatives are being given attention in our study: 

1. Formation of conservancy districts to assist in financing irrigation projects. 

2. Utilization of the interest component from power features of multipurpose 
projects to provide a subsidy for costs of irrigation construction. 

38. Direct power subsidy through basin account type legislation. 

4. Treating irrigation construction costs beyond the ability of the farmer 
to pay on a nonreimbursable basis, such as is presently accorded navigation, 
flood control, fish, wildlife, and recreation benefits. 

From the standpoint of the State of Washington, we believe that careful 
consideration should be given to some current problems, especially the matter 
of repayment of costs on the Columbia Basin project. 

The Columbia Basin project, in effect, has a basin account of its own in the 
use of revenues from Grand Coulee Dam to pay irrigation construction costs. 
However, even this program has run up against limitations, with the Bureau 
of Reclamation desiring to have an amended repayment contract to cover in- 
creased irrigation construction and drainage costs. We believe that it is the 
paramount interest of the State of Washington that an equitable program be 
reached on the Columbia Basin project, before action is taken to distribute power 
revenues—chiefly generated and provided by the power consumers in this 
State—to other areas. In 1958, 64 percent of the revenues of the Bonneville 
power system were derived from.sales in the State of Washington. 

We recognize that the legislation before the committee specifically provides 
that the older projects, such as the Kittitas, Roza, and Kennewick, would be 
benefited by having all portions of their existing contracts beyond 50 years 
declared nonreimbursable by the irrigators. 

This is a desirable objective. 

In light of our pending study and the complex problem on the Columbia Basin 
project, we would appreciate your efforts to see that the committee takes no 
favorable action on the present basin account legislation in this session of the 
Congress. 

Thank you very much for your consideration of this matter. 

Sincerely yours. 
Hary Cor, 
Director, Department of Conservation. 


TOWARD A POSITIVE PROGRAM FOR COMPREHENSIVE IRRIGATION DEVELOPMENT 


(Address to the Governor’s Power Resources Advisory Committee, State of 
Washington, April 16, 1959, at Seattle, by Gus Norwood, executive secretary, 
Northwest Public Power Association) 


Thank you for your kind invitation and for this opportunity to present to 
you a statement of the position of the Northwest Public Power Association on 
the subject of subsidies to irrigation. 

Generally our position can be expressed under five headings and my talk is 
divided into these five parts: one, we favor comprehensive irrigation develop- 
ment. Two, we recognize the ultimate necessity of irrigation subsidy. Three, 
we think the key to a basin account in the Columbia River basin is the use of the 
“interest component” as originally proposed by the Bureau of Reclamation in 
1946 and as used until 1953 in the Central Valley project and other Bureau 
projects. Four, we strongly oppose the provisions of 8. 1388 as a wrong ap- 
proach for creating a basin account and that S. 1388 is contrary to the public 
interest. Five, we submit our recommendations for a policy statement which 
we think will best serve the public interest and which we think the State of 
Washington and other States of the basin should urge Congress to adopt. 


1. WE FAVOR COMPREHENSIVE IRRIGATION DEVELOPMENT 


The ideal of conservation is to achieve the wise use of natural resources for 
the greatest good of the largest number of people for the longest time. 

Applied to water resources of the Columbia River Basin this means we must 
advocate the unified, comprehensive, multiple purpose development of the water 
resources to the limit of economic feasibility in order to achieve optimum 
benefits. 

If, as power people, the pursuit of this ideal leads us to advocate the harnessing 
of the last economically feasible and socially desirable kilowatt, we cannot, in 
our broader role as citizens of the region and the Nation, advocate in the field 
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of irrigation anything less than the bringing in of the last acre of potentially 
irrigable land which is economically feasible and socially desirable. We must 
favor comprehensive irrigation development. 

Through its resolutions the member electric systems of the Northwest Public 
Power Association have gone on record in favor of a positive program for com- 
prehensive irrigation development. ; 

Our position in favor of new irrigation is qualified by two assumptions which 
I mention without going into detail. First, we assume that the pressure of 
population on land and resources will force our country inexorably in the long 
run to insist upon full development of our resources including the last feasible 
acre of irrigable land. This is our long-range assumption. 

Second, we assume that there will not be much expansion of the Bureau of 
Reclamation in the irrigation field in the next few years. The existence of huge 
agricultural surpluses and the present budget request for some $4.8 billion to 
subsidize crops in the next fiscal year suggest a moderate policy on irrigation. 
It is said that irrigated land is generally used to grow nonsupported specialty 
crops. It is nonetheless true that much cotton, sugarbeets, dairy products, and 
other supported crops come from irrigated land. Therefore, as a short range 
assumption, we think there will be a slow bell on irrigation until the farm 
surplus problem is under control. 

This short range assumption does not modify our conviction that we as a 
country must pursue a public program of comprehensive irrigation development 
in the long run. 

How much is comprehensive? Regional Director Harold T. Nelson, region 1, 
Bureau of Reclamation, Boise, indicates that about 2.7 million acres of land 
can be expected to be irrigated by about the turn of the century. This might 
be described as a short-range program. 

A longer look into the future is provided by “The Reclamation Program 
1953-59—Golden Jubilee Edition—Fifty Years of Reclamation’ which the 
Bureau of Reclamation issued in December 1952. It called for 17.2 million acres 
of new land to be irrigated plus the provision of supplemental water for 7.7 
million acres, or a total for the 17 Western States of 24.9 million acres. 

For region 1, which includes the Columbia River Basin and the coastal area 
the Bureau estimated 3.9 million acres of new land and supplemental irrigation 
for 1.6 million acres or a total of 5.5 million acres. This figure is just double 
the 2.7 million acre figure which is currently going the rounds in our region. 

Assuredly the long-range figure for new irrigation will be much greater. An 
analogy will illustrate this point. For the State of California the Bureau of 
Reclamation 1952 report predicted a future land irrigation program of 3.3 mil- 
lion acres. Four years later in 1957 the State of California issued its own 
California water plan calling for increasing the present 7.3 million acres of 
irrigated land to 19 million acres, an increase of 11.7 million acres. The Bureau’s 
plan of 3.3 million acres represents only 28 percent of the California water plan 
goal. Thus the State goal is 3% times as great as the Bureau goal. 

This case should warn us that the Bureau’s approach has been extremely 
conservative. If California with all its water shortage and high cost problems 
can triple the goals of the Bureau, then in all likelihood the Pacific Northwest 
which has the greatest water supply in the Nation can expect to triple the 
present 5.5 million acre estimate of potentially irrigable land. 

The following table shows the area of the seven States (listed in S. 1388), 
the service area of the Bonneville Power Administration, the amount of irrigated 
land as of the 1950 census, and the Bureau’s 1952 estimate of potentially irriga- 
ble new land. . 


BPA service Potentially 
Area in area in Trrigated irrigable 
State square miles square land, 1950 | land, Bureau 
miles ! census, acres 1952 esti- 
mate, acres 


Washington ; 617, 362 
1, 338, 226 

Montana..._.-_-- ; 30, 000 1, 809, 908 
2, 168, 323 

722, 896 

1, 166, 659 

1, 475, 069 


9, 298, 443 


1 NWPPA estimate. 
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This table should be carefully interpreted. Of the existing irrigated land 
much is in need of supplemental irrigation, the total within region 1 alone being 
1.6 million acres. 

The last column of 6.47 million acres is new land including 3.9 million acres 
in region 1. The 6.47 million acres also includes almost a million acres of the 
Columbia Basin project in Washington which is already scheduled. 

One further qualification and comment should be made to indicate the un- 
certainties in the irrigation picture of the future. The spectacular rise in the 
use of sprinkler irrigation suggests that private irrigation will continue to be 
a significant factor in bringing new land under water. On the other hand, the 
use of sprinkler irrigation in the Columbia Basin project should serve as a 
warning that existing water supplies may be sufficient for bringing in more 
land than can be handled by ditch methods. The key to sprinkler irrigation 
is low cost power. 

Regardless of uncertainties we are convinced that the pressure of population 
will necessitate our having a comprehensive irrigation development program. 


2. WE RECOGNIZE THE ULTIMATE NEED FOR IRRIGATION SUBSIDY 


Irrigation investment is peculiar in that the short range direct benefits to the 
farmer are small as compared to the long range indirect benefits to the national 
economy. 

In partial recognition of these indirect benefits to society as a whole, the 
Reclamation Act of 1902 authorized Federal investment on an interest-free basis. 
The general taxpayer also provides the administrative funds for the Bureau of 
Reclamation. The reclamation revolving fund also obtains funds from the sale 
of public lands and other miscellaneous sources. 

In its 57 years of searching and battling for new money the Bureau of Rec- 
lamation has had its greatest success in selling to the Congress the idea that if 
Congress would provide the original investment, the sale of future power would 
insure the repayment of the major portion of the irrigation investment which 
the irrigator for one reason or another could not repay. 

The diversion of power revenues did not appear to be an unjust approach 
in the Minidoka irrigation project since the water users and power users were 
the same people. If power was taxed in order to subsidize irrigation, at least 
the Bureau did not violate the principle “No taxation without representation.” 
Even if the businessman on main street had to help subsidize the irrigation proj- 
ect through his electric bill, at least he could see the relationship to his business. 

Upon more careful analysis one might come to the conclusion that these early 
eases, such as the Minidoka example, were not really subsidies to irrigation. 
The system was merely a method of broadening the tax base to include all the 
immediate beneficiaries, that is, both the farmers and the townspeople who were 
living off the farmers. 

Aside from the subsidy represented by the interest-free nature of the Federal 
irrigation investment, the Minidoka project should be considered to be on a self- 
liquidating basis. 

With or without additional subsidies from local Federal power plant revenues 
the early Federal irrigation projects were easy. Future projects will not be so 
easy. Most if not all future irrigation projects must be subsidized over and 
above the provisions of interest-free Federal investment funds. 

The idea of a Columbia Basin account as a means of providing such subsidies 
was first advocated by Regional Director R. J. Newell, region 1, Bureau of Rec- 
lamation in his monumental report of June 28, 1946, “Columbia River Basin— 
Comprehensive Plan of Water Resources Development.” It was submitted to 

«Congress on February 3, 1950, and printed as House Document 473, 81st Con- 
gress, 2d session. 

As early as 1987 the Bureau had obtained authority to divert power revenue 
from Shasta Dam to subsidize irrigation on a basinwide basis in the Central 
Valley project. The Flood Control Act of 1944 adopted a basin account for the 
Missouri River Basin. The Upper Colorado Project Act likewise adopted the 
basinwide power subsidy method. : 

On April 14, 1950, the U.S. Senate considered and rejected the proposal for a 
Columbia Basin account. 

Regardless of precedents in other regions and regardless of the present lack 
of a basin account in the Columbia River Basin, the obvious fact remains that 
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much of the future irrigation will require subsidization not only through the 
provision of interest-free loans but also the forgiveness of some of the capital 
investment. 


3. WE THINK THE USE OF THE INTEREST COMPONENT IS THE KEY TO A BASIN ACCOUNT 
IN THE COLUMBIA RIVER BASIN 


One of the best explanations of the basin account idea appears at page 79 of 
volume 1 of the report of the President’s Water Resources Policy Commission : 
(1950). 

“The basin account idea represents substantially an extension to entire basin 
programs of the accounting which was specifically authorized for single reclama- 
tion projects by the Reclamation Act. For many years this accounting principle 
has applied to projects constructed primarily for irrigation, but with hydro- 
electric powerplants as integral parts. In simplest terms, it has meant that the 
Federal Government considers such projects as primarily for irrigation and 
advances the money for both irrigation and power, interest free. The power 
from such projects is sold at rates which include at least 3 percent interest, with 
the power revenue credited against the repayment requirements of the entire 
project. In this way the repayment responsibility of irrigation has been re- 
duced.” 

There are three kinds of basin accounts: one that uses power revenues only, 
one that uses power revenues plus the interest component, and one that uses only 
the interest component. The proposal for the Columbia Basin account was for 
the use of the interest component only. 

As previously mentioned, the Columbia Basin aceount was proposed by 
Regional Director R. J. Newell in his June 28, 1946, report, the well-known blue 
book ‘the Columbia River.’’ Paragraphs 107 and 139 of the regional director’s 
report (pp. 29 and 39, respectively) clearly calls for “the application of the in- 
terest component to the repayment of nonpower costs.” 

The forwarding endorsement of Commissioner of Reclamation Michael W. 
Straus and approval endorsement of Secretary of the Interior J. A. Krug, both 
on February 8, 1947, not only includes the use of the interest component but, at 
page 4, takes pains to explain that the subsidy to irrigation is to be confined to 
the use of the interest component. The key sentence reads: “It is planned, 
moreover, to recommend no new irrigation project for authorization which would 
require assistance from power revenues in excess of the prospective interest 
component.” 

Commissioner Straus, at page 9 of his forwarding endorsement, repeats the 
recommendation of Mr. Newell that power rates for consumers are to be estab- 
lished at the lowest possible levels. 

Adverse comments greeted the report. Secretary of War Robert W. Patterson 
on June 10, 1947, and Federal Power Commission Chairman Nelson Lee Smith 
on August 12, 1947, took a dim view of many things, including the basin account. 
The War Department did not want its projects included in the basin account. 
Several Governors advised that the report was premature in view of the fact 
that the Army was reviewing its 308 report (of 1982). 

On June 1, 1948, after flying over the lower Columbia River flood plain, 
President. Harry 8. Truman wrote to the Secretaries of War and Interior to re- 
view their proposed plans in light of the flood situation with a view to providing 
against repetition of similar disasters. 

Promptly, on June 3, 1948, Commissioner Straus submitted and Secretary 
Krug approved a long letter resubmitting the 1946 report. In respect to the in- 
terest component the letter emphasized that no report for a new irrigation proj- 
ect would be submitted if the effect was to increase power rates or if the non- 
power costs to be charged to the basin account exceed the interest on power 
costs available. A new refinement was the specification of a secretarial finding 
and determination of the interest rate having regard for the cost of money to 
the United States. On the same day, June 3, 1948, Secretary Krug sent the re- 
port to the President. 

On September 16, 1948, the President wrote the Secretaries of War and In- 
terior requesting fuller coordination of their proposed reports. This resulted 
in the accord of April 11, 1949, signed by Straus, Krug, Pick, and Royall. On 
May 2, 1949, Straus resubmitted and on May 6, 1949, Krug approved with some 
qualifications. Finally, on July 20, 1949, Secretary Krug submitted the report 
to the President. 
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On February 1, 1950, Director Frank C. Pace, Jr., of the Bureau of the Budget 
wrote the Secretary of Interior and submitted a draft of a proposed amendment 
to the omnibus bill H.R. 5472. Mr. Pace’s letter restates the basin account idea 
in some detail as limiting irrigation subsidy to the interest component. 

In contrast to the cool reception given the interest component in the 1947 
comments, the 1949 comments were friendly. 

Director Jack V. Rogers, department of conservation and development, State 
of Washington wrote on June 6, 1949, to endorse the use of the interest compo- 
nent: 

“However, the use of the interest component as provided in the Bureau’s re- 
port is the most acceptable.” 

State Engineer Charles B. Stricklin, State of Oregon, wrote on May 31, 1949: 

“These revenues which include the interest upon the unpaid principal invested 
in commercial power facilities, are to be credited to the basin’s account * * *.” 

Meanwhile Congress was taking a great interest in the Columbia River. 
Various bills were introduced to authorize the projects listed in the Army- 
Interior accord of April 11, 1949. Other bills proposed to approve only Interior 
projects. 

On July 1, 1949, the omnibus rivers and harbors and flood control bill, H.R. 
5472, was introduced to authorize only the Army project. It was approved by 
the House on August 22, 1949, and was reported by the Senate Committee on 
Public Works on October 7, 1949. 

During February and March of 1950 the Senate Interior and Insular Affairs 
Committee held hearings on the proposed Interior amendment and, on March 
20, 1950, issued a favorable report (S. Rept. No. 1351) thereon. 

The Senate extensively debated the basin account idea including the interest 
component. On April 14, 1950, the Senate tabled the amendment. 

Many factors led to the tabling. The full discussion requires careful reading 
of the hearings and the Senate debate. 

Significantly, the Columbia Basin Commission letter, which appears at page 
472 of the hearings, approved of the use of the interest component. Later the 
Commission modified its position as being willing to go along with a limitation 
upon the amount of the interest component which could be used as irrigation 
subsidy. Several modification plans were discussed, such as using only half the 
interest or leaving out existing Army projects and transmission line investment. 

Other important references are the Reclamation Act of 1939 and the Solicitor’s 
Opinion M-83473 of September 29, 1944, supplemented September 10, 1945, and 
numerous articles and memorandums thereon. 

The interest component was used in connection with the Central Valley project 
basin account until prohibited by Under Secretary Ralph Tudor in 1953. While 
the interest component was never used at Grand Coulee Dam, under the Solicitor’s 
opinion it could be so used. At one time it was proposed (in the Grand Coulee 
allocation report) for accumulation but only to assist other projects. A partial 
interest component is used at the Kennewick project. 

A carefully drafted interest component-only type of basin account would pro- 
vide important relief to Pacific Northwest power users by reducing the annual 
charges for Grand Coulee Dam power. 

Considering the legislative history of the 57-year reclamation program, there 
appears to be much merit in the use of the interest component as the basis for 
establishing a basin account in the Columbia River Basin. 

If the interest component is not used, the Northwest Public Power Association 
must oppose the creation of a basin account because it would needlessly increase 
power rates and place unwarranted limitations on future water resources devel- 
opment in the basin, which would mean less than comprehensive development for 
both power and irrigation. 

We think the use of the interest component is the key to a basin account in 
the Columbia River Basin. 

4. We oppose S. 1388 as contrary to the public interest. 

On March 12, 1959, nine Senators introduced S. 1388 to authorize the Secre- 
tary of the Interior to establish a Pacific Northwest account. Seven identical 
or similar bills have been introduced in the House. 

On November 7, 1958, there was formed at Madras, Oreg., the Pacific North- 
west Irrigation Account League with the stated purpose: dedicated to the 
congressional use of hydropower revenues to assist irrigation. It is unin- 
corporated. A one-page constitution and one-page bylaws were adopted. Article 
II of the constitution declares hydrogeneration to be incidental to irrigation. 
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It purports to include the States of Utah, Nevada, Wyoming, Montana, Oregon, 
Idaho, and Washington. The group has some overlapping membership with that 
of the ill-fated Columbia Interstate Compact Commission. 

The officers are LaSalle E. Coles, president, Gale L. Sterling, vice president, 
and George L. Crookham, secretary-treasurer. 

At the February 11, 1959, meeting of the Columbia Basin Inter-Agency Com- 
mittee at Boise, Regional Director Harold T. Nelson of the Bureau of Reclama- 
tion presented a 10-page address on the proposed Pacific Northwest account and 
was followed by a 4-page legislative discussion by Field Solicitor William Burpee. 

The introduction of S. 1388 requires us to prepare our testimony and take a 
stand on the bill. Our stand is clear. We favor irrigation. We recognize the 
long-range necessity for irrigation subsidy. But we oppose S. 1388. 

Going back a bit, it should be noted that on October 19, 1951, Senator Magnuson 
introduced S. 2318 and S. 2319 to authorize the basin account based on the 
interest component. Noaction was taken. 

During 1956 the new administration began promoting a new basin account 
idea, but without the interest component. Examples are the addresses of Com- 
missioner Dexheimer June 6, 1956, Assistant Secretary Aandahl October 12, 
1956, and Commissioner Dexheimer November 26, 1956. 

On January 28, 1957, Congressman Ullman introduced House Resolution 131. 
Senators Morse and Neuberger introduced Senate Resolution 85 on February 
4, 1957, and Congressman Horan introduced House Resolution 184 all calling: 
upon the Secretary of the Interior to submit legislation for ‘1a basin ‘account. 

The Northwest Public Power Association was able to obtain drafts of the 
new basin account bill dated March 25, 1957, October 29, 1957, the committee 
print of the Senate Committee on Interior and Insular Affairs dated January 22, 
1958 ; and the amended committee print of February 14, 1958, which was reprinted 
January 27, 1959, as a committee print and introduced unchanged as S. 1388. 

Regrettably we must oppose S. 1388. It utilizes poor means to reach what 
might otherwise be a good end. It appears to have been written under the 
assumption that for irrigation to get ahead, power must be pushed back. The 
bill is bad for power rates and for comprehensive development of power. In 
the long run it also appears that the bill is bad for irrigation. While it may 
facilitate more irrigation in the short run, it may well have the effect of skim- 
ming the cream and rendering more unlikely the development of the more dif- 
ficult irrigation projects of the longer run future. 

For example, the variously used 2 and 2.7 million acres of new irrigable land 
figure appears to have been neatly fitted to the estimated available power revenue 
during the second 50 years of life of the existing and under construction Fed- 
eral powerplants. But even the Bureau estimates 5.5 million acres of irrigable 
land in the Columbia River Basin plus some 3 million acres in the adjacent 
States. Furthermore, these 1952 figures appear to be obsolete and highly con- 
servative, since the similar figures for California have been tripled in the 
California water plan. How will the new irrigation after the first 2.7 million 
acres be financed? Why not face up to the facts that ultimately the region 
must have a comprehensive irrigation development ? 

The primary orientation of the bill is toward irrigation, as can be seen by 
the origin, the language, and provisions of the bill. The unilateral purpose is 
further evidenced by the stated aims and views of the sponsor. The Pacific 
Northwest Irrigation Account League is dedicated to the congressional use of 
hydropower revenues to assist irrigation: it declares hydro generation to be in- 
cidental to irrigation (in spite of the fact that perhaps three-fourth of the 
multiple-purpose investment in the Columbia River is expected to be for power). 

This fixed, single-purpose motivation in the bill runs counter to the broad 
concept of comprehensive river basin development which is so essential for the 
Columbia River. While irrigation is vital, it should be carried forward as an 
integral part of the whole. 

The sponsors use the arguments of comprehensive development to justify sub- 
sidy for irrigation but they are not consistent when they omit the use of the 
interest component to achieve the subsidy. 

If the Columbia River power system is to become a means for irrigation 
subsidy similar to the traditional situation like Minidoka where a combination 
power and irrigation project has been operated as a unit on an interest-free basis, 
then it follows that the Columbia River power investment should be similarly 
treated. The sponsors must be consistent. Hither the Columbia River power 
system is an independent system paying interest or it is associated with irriga- 
tion and subsidizes irrigation through the interest component. The money flow 
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into the U.S. Treasury is the same. However, the sponsors of 8. 1388 appear to 
want power to pay conventional interest and then, in addition, to pay off the 

arrametion investment which water users cannot pay. This would be a double 
urden. 

The inconsistency is the more glaring when it is compared with the use of the 
interest component in the Central Valley project until 1953, and on a partial basis 
specifically authorized by Congress for the Kennewick project. 

Other major differences between S. 1388 and the 1950 omnibus bill amend- 
ment should be noted. Each difference is stacked against the power user. First, 
the 1950 amendment set a lower interest rate on power, at the actual cost of 
money to the Government. Second, it limited the irrigation subsidy strictly to the 
interest component. Third, it restated the policies of Congress as favoring lowest 
possible power rates. Fourth, it extended the service area of the Bonneville 
Power Administration to include southern Idaho. 

The question of the extension of BPA into southern Idaho involves an im- 
portant point on which S. 1388 has gone completely out of bounds. The bill does 
not extend BPA service area into southern Idaho but does require BPA to 
provide irrigation subsidy for that area. Paradoxically this puts the sponsors 
of S. 1388 in the position of advocating high power rates for southern Idaho. 
If they favored BPA extension into southern Idaho, they would obtain low-cost 
power, and if the idea of a Columbia basin account were adopted, southern Idaho 
would also obtain the benefit of the irrigation subsidy. We favor low-cost power 
for southern Idaho. S. 1388 does not. 

The bill goes out of bounds in extending the irrigation subsidy not merely 
to those portions of the Columbia River Basin which are outside of the Bonne- 
ville service area, but goes much farther in including all of Utah, Nevada, Wyo 
ming, and eastern Montana to share in the irrigation subsidy. 

Why stop with seven States? Why not make it 17 or 50? Seriously, the 
President’s Water Resources Policy Commission discussed the merits of a 
national approach toward irrigation subsidy. Why not treat irrigation more 
like navigation and flood control? 

There may be real merit in making the Bureau of Reclamation a national 
rather than a 17-State agency. It could be made into a broader type of water 
resources agency at the same time. However, pending such a national ap- 
proach, we think the basin account discussion might have more of an appear- 
ance of decency if it were confined to the Bonneville service area. 

If the interest component idea is adopted, then perhaps the surplus interest 
component can be made available for use in other river basins. 

If the interest component is not used, then the impact of S. 1388 is just 
this: The electric consumers in the small BPA service area must subsidize 
irrigation in the huge seven-State area. The table previously presented shows 
the BPA service area to be about 175,000 square miles while the seven-State 
area is 689,000 square miles, or four times as large. 

If Utah, Nevada, and Wyoming, want to place a tax upon their own elec- 
tricity users and turn that money over for the subsidization of irrigation, that 
is their privilege. But that is not what they propose. They want the people 
primarily in western Washington and western Oregon to put up the money 
through a tax on electricity. 

The proposed tax would appear to violate an old cherished principle: no 
taxation without representation. 

The out-of-bounds argument violates one of the fundamental concepts of 
the conservationist. For over a half century our schoolchildren have been 
taught that the proper unit for water resources conservation is the river basin. 
Obviously, the Columbia River Basin is the unit in this case. Why should 
the electricity user of the Columbia River subsidize irrigation in one part of the 
Missouri River Basin and Colorado River Basin while offending our friends 
in another part? If we are to have friends in these other river basins, we 
must not discriminate. Either the surplus interest component is made avail- 
able to all or to none. 

Some exception might be justified in the special case of Montana, because so 
little of the irrigable land is in western Montana. The Hungry Horse Project 
Act has served as a useful pattern. The Knowles project bill proposes numer- 
ous special considerations in connection with that project. The problem is 
recognized. But S. 1388 will make no friends for or in eastern Montana. 

The concept behind S. 1388 is deficient in regard to the use of project serv- 
ice life. Apparently it is implicit that a hydroelectric project will have a 
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service life of at least 100 years. This is implied by the idea that the pow- 
er user can repay the power investment over the first 50 years and then dur- 
ing the next half century pay off the irrigation investment. It would ap- 
pear that the irrigation investment is also expected to have at least a 100- 
year economic service life. But the irrigator is expected to make no payments 
during the first 10-year development period and no payments after the 60th year. 
He pays only over a 50-year period. Why this discrimination against the power 
user? Why this silver-spoon treatment for the owner of the irrigated land? 

How does one classify the power-user citizen and the irrigation citizen in the 
highly specialized world proposed to be set up by S. 1388. Four generations 
of power users are to be taxed to pay off the power dam about four times. 
In the first 50 years they must pay the original principal and about the same 
total amount in interest. In the second 50 years a similar amount must be 
paid in for irrigation as subsidy. 

Meanwhile the irrigator pays only for a 50-year period but he pays no interest 
at all and as to principal he pays only that negotiated price, without escalation, 
without allowance for inflation, which he can obtain from the Bureau of Recla- 
mation which is already disposed to give him every possible concession and con- 
sideration. It is highly improbable that future irrigators will repay more than 
20 percent of the capital investment in irrigation facilities. 

Perhaps the least one would expect is that the irrigator would make annual 
repayments on the irrigation investment as long as the power user is expected 
to furnish subsidy payments. 

As a matier of public policy, the taxation of one class of citizens for the 
benefit of another class of citizens is likely to result in a bad society. It is as- 
suredly not to be expected that the irrigator will be eternally grateful to the 
power tax payer, nor should the electricity user be expected to be elated by the 
opportunity of contributing toward the enrichment of the irrigation land owner, 
especially after the irrigator is past the 50-year repayment period. 

The economic service life approach in these two situations is deficient also 
as to cost allocations. The Secretary of the Interior wears two sets of spectacles 
while making the cost allocation. First he puts on the rosy pair which lets 
him see the huge expansion of the national economy which necessitates the de- 
velopment of the irrigation project. Then he puts on the gloomiest pair in or- 
der to determine the extent of the irrigator’s inability to pay. ‘Lhe rest is easy: 
power pays for the rest. 

One of the fallacies in the current arguments and tables and graphs in use to 
support the irrigation subsidy plan for the seven State area is the promise that 
only the existing and now-under-construction dams will be included. These, 
it is alleged, will produce some $70 million per year in net power revenues 
upon completion of the payout schedules on the various dams. 

What about the subsequent dams? The cost of McNary Dam power is at 
least twice as costly as that from Grand Coulee. Future dams will be even 
more expensive. Already dams like Detroit and Lookout Point are being 
brought into the picture with very high cost power. They were not even in- 
tenaed by Congress originally as power projects. Yet the power user must pay 
for the heavy allocation which his been made to power at these projects. 

The Corps of Engineers has just released its 308 review report in which only 
one project, the Nez Perce Dam, might produce power consistent with the 
present BPA rates. All other projects will operate in the direction of forcing an 
increase in BPA rates. The at-site cost of most new power will run 3 to 4 mills. 

If the lower cost power from Grand Coulee Dam were available to sweeten up 
the power from future dams, there would be more chance of retaining the pres- 
ent level of BPA rates. Instead it is proposed to siphon cff the future revenue 
from the earlier low-cost power dams as aid to irrigation and then let the 
region take the brunt of the high-cost projects in the form of rate increases. 

If Congress is to adopt a more moderate repayment policy, perhaps a word 
should be put in for the high-cost dams of the future. Two methods should be 
considered. for the expensive power dams, one a stretchout in their payout 
schedules and, two, a pooling of their power with the power from dams like 
Grand Coulee which will have been amortized. Neither of these methods of al- 
leviating future high power cost would be permissible if 8. 1388 were to become 
law. 

Another complexity will be introduced as steam and atomic plants come into 
the picture with even more costly power. Then as a huge block of hydropower 
revenue is diverted to irrigation repayment, the power user will be required to 
absorb the full brunt of the high thermal power cost. 
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It should be borne in mind that as sprinkler irrigation increases in popular- 
ity the irrigator himself will be equally interested in low-cost power as in 
low-cost water, since he will increasingly become a large user of power for 
pumping water for his sprinkler. 

Certain political problems are also raised by S. 1888. One is whether the en- 
actment of 8. 1388 might not result in effectively preventing the construction of 
the very upstream storage dams which are essential to the efficient operation 
and long-range success of the Columbia River power system. 

It is estimated that half of the power potential of the Columbia will depend 
upon upstream storage. Hungry Horse Dam has shown the way with vast 
benefits. 

Most of the very people who advocate 8. 1388, however, are the same who 
bitterly fought the Hells Canyon project. Yet it was the Hells Canyon bill that 
had a clear-cut provision in it for subsidy for irrigation. 

The question might be raised whether the region would not be better off by 
opposing S. 1388 and providing irrigation subsidy on a project by project basis. 
If we get the upstream storage, the irrigator gets some subsidy. 

The lessons of the Hells Canyon case are terrible. This is a real public 
seandal. The Hells Canyon Dam would have provided downstream benefits and 
upstream irrigation subsidy as well as the at-site power to the upstream area. 
It was a good deal all around. What would be the logic if now the downstream 
areas were to agree to paying the upstream areas the irrigation subsidy from 
Bonneville Dam instead. This is like letting a man run off with your fiance 
and then send you a bill every month for support money. 

Certain allegations have been made in favor of 8S. 1388 which are not true. 
It has been said that enactment of S. 1388 is necessary in order to permit the 
pooling of power revenues from the various Columbia River power system dams 
for power ratemaking purposes. Such pooling is already being done. Moreover, 
this bill would authorize pooling, if at all, only by implication. 

Another allegation is that only net power revenues will be used for irrigation 
subsidy. What happens if there is no net power revenue? What happens when 
BPA is running in the red at the present time? 

Does the Bureau of Reclamation reduce the annual charge of $12.8 million on 
behalf of Grand Coulee Dam? Indeed not. If there is no jet power revenue, 
the rates must be increased to create one. You cannot get blood out of a turnip, 
and the present BPA system is at the turnip stage. The honeymoon of low- 
cost power from the depression-built dam is over. The future holds only power 
rate increases even if there is no new burden saddled on the electric ratepayer. 

Pulling together our objections to enactment of 8. 1388 the main overall 
summary objection is that it would unnecessarily add to the cost of power. 

S. 1888 would be a poor means toward an otherwise good end. It represents 
a unilateral approach for benefiting irrigation at the expense of power. It is 
inconsistent with the logic and historic development of irrigation by omitting the 
interest component. The interest component is a reasonable and practical method 
of subsidizing irrigation and is now being used in other parts of the country. 
S. 1388 makes no effort to hold down power rates but instead seeks to increase 
power costs whereas the 1950 amendment would have reduced the burdens on 
power. Under 8S. 13888 BPA would not be allowed to provide low cost power in 
southern Idaho but would be required to furnish irrigation subsidy. Why not let 
southern Idaho enjoy low cost BPA power? Why should S. 1388 advocate high- 
cost power anyway? We further object to “taxation without representation” in 
that the people in the small BPA service area would have to provide irrigation 
subsidy to a seven-State area four times as large. The apparent premise behind 
S. 1388 is that only about 2 or 2.7 million acres of irrigable land are to be brought 
in and therefore the contemplated amount of power revenue would be sufficient. 
Our answer is that comprehensive irrigation development calls for at least 10 
million acres of new irrigable land to be brought in. The present bill is not ade- 
quate. Why should we become party to a partial, cream-skimming plan of irriga- 
tion? Worse still, the milking of the power system will so burden the low-cost 
dams that later as high-cost dams come into the picture the power user must pay 
the full load. Thus we can see in S. 1388 an inclination toward temporizing, to 
take an opportunistic short-range approach. It does not indicate comprehensive 
development of either the power potentials nor of the irrigation potentials of the 
Columbia River Basin. In part for these reasons we oppose S. 1388. 
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5. RECOMMENDATION FOR A POSITIVE PROGRAM FOR COMPREHENSIVE IRRIGATION 
DEVELOPMENT 


We favor comprehensive irrigation development of the Columbia River Basin 
as an integral part of a multiple-purpose program. We recognize that irriga- 
tion will have to be subsidized. We appreciate that irrigation is peculiar in that 
the short-range direct benefits to the farmer are small as compared to the long- 
range indirect benefits to the national economy. The subsidy must and can come 
only from the national economy as it does for navigation and flood control. 

A logical and practical method far handling such subsidy is by means of the 
application of the interest component. Without the interest component we 
prefer to oppose the creation of a basin account. 

We conclude by urging that the State of Washington opposes S. 1388 and 
instead urges Congress to enact a Columbia Basin account bill based exclusively 
on the use of the interest component. 


STATEMENT OF Gus Norwoop, ExecuTIvE SECRETARY, NoRTHWEST PUBLIC POWER 
ASSOCIATION, SUBMITTED JANUARY 29, 1960 


Mr. Chairman and members of the committee, my name is Gus Norwood. For 
over 12 years I have served as executive secretary of the Northwest Public 
Power Association comprising 110 consumer-owned electric distribution systems 
serving 2 million people in Alaska, Montana, Idaho, Oregon, and Washington. 


STATEMENT OF POSITION 


Our systems have a genuine, grassroots interest in maximum, long-range 
reclamation of land in the Pacific Northwest. We think irrigation is a full- 
fledged, coequal purpose of water resources development. Our policy resolu- 
tions support irrigation. 

Our systems annually pay into the U.S. Treasury over $25 million for Federal 
power. We have a vital stake in low-cost power. We regard low-cost hydro- 
power as a full-fledged, coequal purpose of water resources development. 

We have studied all bills for proposed basin account legislation since 1949. 
We have repeatedly offered to sit down with irrigation groups to work out 
good, practical legislation. 

We must respectfully oppose the presently proposed Pacific Northwest account 
bills as being contrary to the national public interest. We feel these bills fail 
to advance the goals of maximum irrigation development, they fail to advance 
the goal of optimum hydroelectric power development, and they fail to promote 
comprehensive and wise use of water resources. Additionally, these bills are 
unfair. 

We favor action by Congress in enacting S. 2549 looking toward the adoption 
of a long-range, positive water resources planning and development program. 
We hope this policy will remove the present discrimination against irrigation. 

In opposing these bills we plead for studies and actual conferences and 
hearings to work out good legislation. We offer to cooperate to this end. 


WE SUPPORT RECLAMATION DEVELOPMENT 


As recently as November 7, 1959 the board of trustees of the Northwest Public 
Power Association, upon the recommendations of our legislative committee and 
our wholesale rate committee, adopted the following reclamation policy: 


IRRIGATION 


“A. Irrigation is one of the foremost and coequal purposes of water resources 
development. 

“B. We support a positive irrigation program in the Pacific Northwest as 
required by the demand for agricultural produce. To this end we urge investi- 
gations and study to determine the long range, economically feasible irrigation 
potentials as limited by the availability of water and land. 

“C. We recognize that that portion of irrigation investment which results 
in direct local benefits should be self-supporting as to operating and mainte- 
nance expense and repayment of investment which is within the capacity of 
water users to repay as determined by the Secretary of the Interior. 


50992—60—pt. 16 
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“D. We recognize likewise that the indirect benefits and some of the direct 
benefits of irrigation accrue primarily to the national economy similarly to flood 
control and navigation. These benefits should be treated similarly to flood 
control and navigation on a nonreimbursible basis. We recommend that Con- 
gress do this either directly as for flood control and navigation or indirectly as 
by application of the interest component.” 


ENDORSEMENT OF OTHER TESTIMONY 


We endorse and support the testimony submitted January 22 by Executive 
Secretary Ken Billington of the Washington Public Utility D‘stricts Association 
before the Senate Committee on Interior and Insular Affairs. He describes 
S. 1888 as unfair legislation. 

We also endorse the January 19, 1960, letter of the State of Washington sub- 
m'‘tted by Earl Coe, director of the department of conservation and develop- 
ment wherein he reports that the State of Washington has in process an exten- 
sive stu'ly on irrigation potential and the financing theveof. He also asks delay 
on 8. 13888 pending the resolution of some serious repayment problems of the 
Columbia Basin project. 

We join ‘n the request of the State of Washington. 

We are cooperating with the State of Washington in these studies and are 
equally anxious to work with each State involved and with any genuine irri- 
gation groups. 

DISCRIMINATION AGAINST IRRIGATION UNFAIR 


A basic defect of S. 1388, and the identical House bills. is the premise that 
irrigation is an inferior, secondary aspect of water resources development which 
eannot be justified unless the U.S. Treasury is repaid the entire irrigation 
investment in some direct m?nner. 

In contrast, the cost of flood control and navigation is treated as nonreim- 
burs*ble whivh mens that the costs are repaid to the U.S. Treasury indirectly 
through the added taxes generated. 


POSITIVE IRRIGATION POLICY ENDORSED 


Our policy calls for that portion of irrigation investment which is beyond the 
ab lity of w>ter users to repay to be treated as nonreimbursable just the same 
as for flood control and navigation. 

This can be done directly as for flood control and navigation or indirectly by 
use of the interest component. 

Both approaches have been proposed for many years. Thus Senator Guy 
Cordon, in his November 17, 1950, address to the National Reclamation Asso- 
ciation, urged that that portion of reclamation investment which is beyond 
the abilitv of water users to repay should be nonreimbursable. One copy of 
this speech is enclosed. 

The interest component idea goes back to the Minidoka project (1908) under 
the basic 1902 Reclamation Act. It was particularly recommended in 1946 for 
the Columbia River Basin. 

I discuss the interest component in detail in my address of April 16, 1959, 
before the Washington Governor’s Power Resources Advisory Committee. This 
address is enclosed and is submitted for the record as part of our testimony. 
I also submit one copy of the minutes of the above April 16, 1959, meeting. 

I have also arranged for mimeogranhing of a 33-page legislative history of 
the Columbia Basin account thorugh 1950 and am forwarding one copy. 

My study, based on extensive files and records, convinces me that Congress 
should declare irrigation to be a coequal purpose of water resources develop- 
met end chon'd treat such excess investment the same as flood control and 
navigation investment. 

INCONSISTENCY REVEALED 


I am convinced that the Solicitor’s opinion of September 29, 1944, and 
amended September 10, 1945, is sound and consistent with the policy of the 
Congress set forth in the Reclamation Act of 1902. That policy is to treat 
irrigation as reimbursable but on an interest-free basis. 

If a hydrogenerator was installed incident to an irrigation project it too was 
interest free, but for ratemaking purposes an interest component was charged 
and this “net power revenue” was used to help repay either or both power and 
irrigation investment. 
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The premise behind the Pacific Northwest account is that the entire area is 
one large irrigation project with all Federal hydroprojects as an incident 
thereof. If this premise is true then the “interest component” should apply. 

If the premise is not true then there is no basis for such an account. In 
that case, we urge a direct new policy of nonreimbursability. The result is 
the same. 

In either case, increasing power rates is illogical and inconsistent with the 
Reclamation Act. 

The allegation that power rates would not be increased is highly misleading. 
We urge the most careful long-range analysis of this allegation because the 
consequences will run into several billion dollars. 


OBJECTIONS TO THE BILLS 


Our general objections to the Pacific Northwest account bills are as follows: 

The bills are premised on irrigation being a second-rate or subservient pur- 
pose of water resources development. We think irrigation is coequal with 
flood control and navigation and should be accorded nonreimbursability status. 

Secondly, the bills assume that Federal dams, regardless of physical separa- 
tion, are part of an overall areawide irrigation project. If this premise is true 
then the interest component should apply. 

Thirdly, the bills assume Federal hydroprojects are or should be subservient 
“paying partners” of irrigation. This is just part of the Bureau of Reclama- 
tion’s propaganda effort arising out of the unfortunate premises listed above. 
Hydro is a coequal purpose of water resources development. It need not be 
subservient to irrigation anymore than irrigation should be subservient to 
flood control and navigation. Congress should clean up these erroneous premises. 

Fourthly, these bills add to power cost for subsidizing irrigation and thus 
constitute a left-handed or back-door route for repealing the Bonneville Act and 
the Flood Control Act of 1944. These bills, upon careful analysis, will show the 
danger of enacting single purpose special interest legislation which ignores the 
desirable public goals and ideals of conservation which have so long been 
advanced by Congress. These bills are contrary to the goal of full, balanced, 
multiple-purpose water resources development. We urge comprehensive plan- | 
ning instead. 

Fifthly, these bills are at once tax legislation upon power users, and appropria- 
tions legislation for the expenditure of the anticipated, 50 years from now, 
power revenue. Furthermore, we strongly disagree that only a half-billion 
dollars is involved. We visualize this running to several billion dollars. The 
first half-billion dollars is just the immediate commitment. 

These are the five general defects in the bills. 

Our specific objections to the bill are as follows, referring to S. 1388: 

1. Misleading title. The seven States do not constitute the Pacific Northwest. 
"This is a seven-State account. 

2. Misleading preamble. The bill is not needed for “orderly marketing of 
commercial power.” 

3. The first sentence further asserts an interrelationship among projects in 
the seven States. The bill interrelates certain Colorado and Missouri Basin ir- 
rigation works to Columbia River dams. Why not include the entire Colorado 
and Missouri Basins and, indeed, all basins in all 50 States. It violates the 
unity of the Columbia Basin as a watershed. Furthermore, it places all Co- 
lumbia Basin irrigation as a burden upon power users of just the BPA service 
area, which doesn’t include southern Idaho, for example. 

4. The first sentence also declares the necessity for the subsidy to come from 
net power revenue. Why not from a tax on natural gas or postage stamps or 
on private utility power sales? Why pick on public power as the exclusive 
scapegoat? 

5. Net power revenues (p. 1, line 5) are nonexistent and cannot legally exist 
under the Bonneville Act and Flood Control Act of 1944. We don’t want these 
laws repealed by back-door methods or indirection. 

6. The bill is unfair in requiring power users in the BPA service area to 
subsidize irrigation in a seven-State area which is four times as large as the 
BPA service area. This is discriminatory two ways. First, it discriminates 
against consumers in the BPA service area. Second, why not make it a nation- 
wide account covering 50 States? 
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7. The bill is unfair in levying a tax on only the consumers of power from 
Federal dams. Why not also tax the consumers of non-Federal dams? 

8. The bill places the Bureau of Reclamation in charge of BPA revenues, ac- 
counts, and records since all power revenues are ordered turned into the account. 

9. The bill (p. 2, line 11) requires power to subsidize irrigation even ahead 
of making interest payments to the Treasury. Why? 

10. Apparently the bill abolishes the payment of interest to the U.S. Treas- 
ury in the language at page 2, lines 12-18. The committee might do well to 
dissect this tricky Bureau of Reclamation language. BPA pays interest at 
Bonneville Dam by custom not by law. It started with FPC cost allocation 
report on Bonneville Dam. Since no law requires such interest, the language 
at page 2, line 12-13, would prohibit interest payments. We're not complaining, 
but the committee would do well to get a good legal analysis of the bill. 

11. The bill uses circumlocution at page 2, line 21, to page 3, line 2, to permit 
the Secretary to determine how much net power revenue he needs, then make 
up schedules premised thereon and then set the power rates to meet the schedules. 
This again repeals the Bonneville Act and Flood Control Act of 1944. 

12. The circumlocution and illogic of the bill is revealed again at page 5, 
lines 13 and 14, in discussing “without increase in then prevailing rate sched- 
ules.” If power is sold at cost, as the laws provide, there is no net power revenue. 
If this is interpreted to mean that irrigation is subsidized only after the comple- 
tion of the 50-year power payout on each dam, then one must also assume that 
no further Federal dams are built whose power cost is above the prevailing 
rate. Yet in fact that is the only kind of Federal dams that can be built. 
In other words, as Bonneville Dam is paid off, its revenues must be merged with 
the much higher cost power of the last dam built. Thus there still would be 
no net power revenue. If it is assumed that no more Federal dams will be 
built, and the Bureau of Reclamation analysis obviously rests on this premise, 
then a vast portion of the region’s hydro potential is condemned to nondevelop- 
ment. 

13. At page 5, line 23, through page 7, line 6, i.e., section 4(c), is a post facto 
law, taxing power users for the high-cost irrigation projects of the past. In 
other areas Congress has written off these early mistakes of the Bureau of 
Reclamation. Why should power users be saddled for the mistakes, incompe- 
tence, and other misfortunes which the Bureau of Reclamation has inflicted 
on these people? We agree relief is needed, but why tax the power user of 
Bonneville Dam power? 

WE OBJECT TO BPA TESTIMONY 


We understand that BPA has testified that this bill will not increase power 
rates. If the enactment of this bill abolishes interest payments at Bonneville 
and certain other dams, we could visualize that possibility. 

If interest is not abolished, then we disagree with BPA testimony. As higher 
cost power from new Federal dams comes into the picture, rates must be 
increased even after the 50th year finds Bonneville Dam paid out. The lower 
cost power from Bonneville Dam when merged with new high-cost power will 
require rate increases even if no irrigation subsidy is required. 

We challenge the entire bill on the ground of erroneous premises. 


WHAT NET POWER REVENUES? 


Neither the Bonneville Project Act nor the Flood Control Act of 1944 provide 
for the U.S. Treasury a profit from the marketing of hydroelectric power from 
Federal dams. There is no profit or net power revenues. S. 1388 refers at page 
1, line 5, to an alleged profit which neither exists nor is legally contemplated. 

Net power revenue is merely a hope of those who oppose the Federal power 
program. They want Congress to reverse the law to increase rates. 

The Bonneville Power Administration is operating in the red. In a BPA 
document of October 31, 1958, the BPA financial situation was presented as 
follows: 
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{In millions] 


Annual net Cumulative 
revenue or payout ahead 
(deficit) of schedule 


$77. 145 
‘ 78. 807 
(2. 684) 5 
(7. 257) 
(6. 052) 
| 


Thus by June 30, 1960, a total deficit for 3 years of $15,993,000 has reduced 
the safety margin which we accumulated from previous good years from $78,- 
807,000 to $63,036,000. BPA is still financially sound but the policies of recent 
years have been extremely costly and could force rate increases in 1964 when 
rates will next be reviewed. 


WE OPPOSE THE AANDAHL POWER DOCTRINE 


The basic philosophy of Assistant Secretary Aandahl since 1953 has been 
the private utility objective to apply the “reversed yardstick” of private 
utility rates as the basis for setting Federal power rates. He has supported 
legislation such as the Pacific Northwest account bills as a method of jacking 
up Columbia River power system rates. To this end he proposes that BPA 
power rates be increased to pay for future irrigation in the Missouri River 
Basin and the Colorado River Basin in Wyoming, Utah, Nevada, and eastern 
Montana in addition to future irrigation projects in the Columbia River Basin 
which are not in the Bonneville service area. 

Mr. Aandahl revealed his policy in his address at Fargo, N. Dak., on Septem- 
ber 29, 1953: These points are underlined in his speech : 

“This power policy, basically different from what preceded it, will not cause 
any sudden disturbing impact but will significantly and constructively in- 
fluence the future * * *.” 

“As a word of warning, I would like to forecast that, except in high fuel cost 
areas, 5 years hence the spread in price betwen federally produced power and 
locally produced power, either from steamplants or otherwise, will be much 
less than it is at the present time * * *,” 

“The availability of remaining power to nonpreference customers, together 
with prespective reduced differential in the price of Federal and locally pro- 
duced power, should materially reduce the unfortunate pressure on local com- 
munities to establish local public power entities just to make Federal hydro- 
power available to themselves * * *,” 

“It is time that we get away from the idea of giving power away at the 
taxpayers’ expense for the purpose of stimulating local public power and later 
its absorption by the Federal Government in an objective headed toward ulti- 
mate complete Federal Government monopoly of power * * *.” 


RATE POLICY OF CONGRESS IS SOUND 


The Aandahl power doctrine is completely contrary to the policy of the 
Congress as laid down in Federal law. Mr. Aandahl wants the law reversed. 

In neither the Bonneville Project Act nor in the Flood Control Act of 1944 
did Congress contemplate that electric power from Federal dams would be 
marketed so as to more than cover the cost of producing and transmitting 
such power. 

There is to be no profit or net power revenues. 

The Bonneville Act repeatedly emphasizes the goal of low-cost power, thus: 

“Sec. 2(b). In order to encourage the widest possible use of all electric 
energy * * *.” 

“Sec. 4(a). In order to insure that the facilities for the generation of elec- 
tric energy at the Bonneville project shall be operated for the benefit of the 
general public, and particularly of domestic and rural consumers, the admin- 
istrator shall at all times, in disposing of electric energy generated at said 
project, give preference and priority to public bodies and cooperatives.” 
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Section 5(a) has two provisions on the duties of the Administrator relative 
to the congressional policy of power marketing on a nonprofit basis. 

Section 6 specifies that the rate policy must be “fixed and established with 
a view to encouraging the widest possible diversified use of electric energy.” 

Most specific is the mandate of section 7 that rates shall be based on costs: 

“Sec. 7. It is the intent of Congress that rate schedules for the sale of 
electric energy which is or may be generated at the Bonneville project in 
excess of the amount required for operating the dam, locks, and appurtenant 
works at said project shall be determined with due regard to and predicated! 
upon the fact that such electric energy is developed from waterpower created 


as an incident to the construction of the dam in the Columbia River at the 


Bonneville project for the purposes set forth in section 1 of this Act. Rate 
schedules shall be drawn having regard to the recovery (upon the basis of the 
application of such rate schedules to the capacity of the electric facilities 
of Bonneville project) of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment over a reasonable 
period of years * * *,” 

The Flood Control Act of 1944 defines the policy of the Congress more par- 
ticularly by requiring that the Secretary of the Interior dispose of power 
“in such manner as to encourage the most widespread use thereof at the lowest 
possible rates to consumers * * *,.” 

Its key provisions read : 

“Sec. 5. Electric power and energy generated at reservoir wroterts under 
the control of the War Department and in the opinion of the Secretary of War 
not required in the operation of such projects shall be delivered to the Sec- 
retary of the Interior, who shall transmit and dispose of such power and 
energy in such manner as to encourage the most widespread use thereof at the 
lowest possible rates to consumers consistent with sound business principles, 
the rate schedules to become effective upon confirmation and approval by the 
Federal Power Commission. Rate schedules shall be drawn having regard to 
the recovery (upon the basis of the application of such rate schedules to the 
capacity of the electric facilities of the projects) of the cost of producing 
and transmitting such electric energy, including the amortization of the cap- 
ital investment allocated to power over a reasonable period of years. Prefer- 
ence in the sale of such power and energy shall be given to public bodies and 
cooperatives * * *,” 

Under these nonprofit rate policies of Congress the Federal power program 
has been operated as a financially sound, self-liquidating public enterprise 
which has well served the Nation. We endorse the present policies of the 
Congress as set forth in the Bonneville Act and Flood Control Act of 1944. 


WHO ARE THE PROMOTERS ? 


This legislation is desired primarily by the victims of old, high-cost irriga- 
tion projects who resent the fact that they are committed to pay high Hoover- 
period prices for irrigation service (usually $300 per acre) compared to the New 
Deal period prices, as in the Columbia Basin project of $85 per acre. We are 
sympathetic to the problem and hope some relief can be arranged. However, 
we see no need for adding a half billion dollar burden on the power users just so 
these poor irrigation districts can save a few million dollars under their present 
contracts. 

Furthermore the committee should be aware of the pressures mounting for 
further subsidy within the Columbia Basin project. 

This whole situation warrants the most careful scrutiny and review. 


THE CHOICES AVAILABLE 


The irrigation investment which is beyond the ability of the water user to 
repay can be taken care of in the following main ways: 

We think the first method is the simplest, most logical, most forward-looking, 
most consistent (with flood control and navigation) and most likely to assure 
ultimately the maximum irrigation development. 

1. The first method is to make such irrigation investment nonreimbursable. 

2. The second method is to use, in whole or in part, the interest component. 

8. The third method is to place the burden on future power revenues of 
Federal projects. 
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4. The fourth method is to burden present power users. 

5. Combination methods are also possible. 

Long range studies are needed to visualize the ultimate effects. Basically a 
100-year overall repayment analysis should be made perhaps on the assump- 
tion that all hydro and irrigation development is in place by the year 2000 and 
complete payout achieved by the year 2100. Such a long-range analysis would 
quickly reveal some of the fallacies in the expedient assumptions now being 
used by the advocates. We want to cooperate toward the achievement of a 
worthwhile solution. 

RECOMMENDATION 


be recommend postponement of this bill pending the making of a long range 
study. 


A BILL To provide for the establishment of the Bonneville Power Administration account 
for irrigation subsidy, and for other purposes? 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That in order to facilitate the orderly develop- 
ment of the irrigation potentials of the area, the Secretary of the Interior shall 
establish in the accounts of the Bonneville Power Administration the Bonneville 
Power Administration account for irrigation subsidy (hereinafter referred to 
as the “account” ). 

Sec. 2. (a) Each year commencing with the fifty-first year of operation of each 
electric generator at certain Federal hydroelectric projects for which he is 
the marketing agent the Administrator of the Bonneville Power Administra- 
tion shall set aside certain power revenues to the credit of the account as 
hereinafter provided. 

(b) The maximum level of annual net power revenues from each generator 
which may be credited to the account shall be computed by averaging the annual 
power revenue allocated to each generator over its first fifty years of operation 
and subtracting therefrom the costs required for the current year. 

(ec) The Secretary of the Interior is authorized to modify and reduce the 
maximum level set forth in subsection (b) to that level which will insure the 
repayment of irrigation subsidy requirements within a period of one hundred 
years after water is placed on each block of land. 

(d) The Secretary shall reschedule the repayment of existing irrigation proj- 
ects and power facilities of the Bureau of Reclamation in the power marketing 
area of the Bonneville Power Administration in accordance with the policies 
of this section retroactive to June 30, 1957. 

(e) The transfer of net power revenues to the account shall be limited to 
existing hydroelectric projects of the Bureau of Reclamation and to future 
projects which may be authorized hereafter by the Congress for construction by 
the Bureau of Reclamation or the Corps of Engineers for which the Bonneville 
Power Administration shall be the marketing agent. 

(f) Cost allocations for hydroelectric projects shall be made by the Secre- 
tary, or where provided by law by the Federal Power Commission, on the basis 
of an economic service life of one hundred years. 

Sec. 3. (a) The Secretary is authorized to charge against the account only 
those capital costs of (1) existing Federal irrigation projects within the power 
marketing area of the Bonneville Power Administration which are beyond the 
capacity of the water users to repay and which have heretofore been assigned 
to repayment from power revenues, and (2) future Federal irrigation projects 
within the power marketing area of the Bonneville Power Administration 
which are beyond the capacity of the water users to repay over a period of 
sixty-five years following a ten-year development period after water is avail- 
able on each block of land. ' 

(b) The Secretary shall report annually to the President and io the Congress 
on the status of the account. Each such report shall contain a payout schedule 
for each project, estimated future charges and credits to the account and a 
composite payout schedule. 


1 Drafted by the Northwest Public Power Association for discussion purposes. This bill 
is not sponsored by the association. The reason this draft is to seek areas of agreement 
with other groups interested in Northwest economic development by means of irrigation. 
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(c) Reports to the President and the Congress on the financial feasibility of 
any project which is hereafter proposed to be authorized for construction in 
the area and the financial feasibility of which is dependent upon assistance from 
the account, shall include an estimate by the Secretary of what portion is 
beyond the probable return from project operation within sixty-five years after 
a development period of ten years. No such project shall be undertaken except 
upon authorization by the Congress. 


MINUTES OF MEETING OF POWER RESOURCES ADVISORY COMMITTEE, SEATTLE, WASH., 
APRIL 16, 1959 


The meeting was called to order by Chairman McMullan at 2:06 p.m. in room 
402, Washington Athletic Club, Seattle, Wash. 

Victor McMullan introduced Mr. Gale Sterling, manager of the Kittitas Recla- 
mation District, who outlined the Pacific Northwest account legislation, which is 
currently before the Congress in S. 1388 and H.R. 3510. 

Mr. Sterling stated the primariy objective of the Northwest account is to pro- 
vide a means of constructing reclamation projects by use of electric power 
revenues. In addition to subsidizing future reclamation projects, the measure 
will relieve 11 existing projects of payments beyond 50 years. Relief to existing 
projects will cost $34 million and will benefit three projects in the State of 
Washington—Roza, Kennewick, and Kittitas. Benefit to the three Washington 
projects will be approximately $14 million. 

Mr. Sterling further stated that power rates cannot be raised to pay irrigation 
costs. 

Chairman McMullan introduced Gus Norwood, executive secretary of the 
Northwest Public Power Association, who presented the views of his organization 
on the legislation. 

Mr. Norwood covered five points in his presentation : 

1. The Columbia Basin needs comprehensive irrigation development which will 
far exceed the scope permitted by the Northwest account legislation. Instead of 
a development of 2.7 million acres, plans should permit ultimate development of 
15 million acres. 

2. Reclamation should be subsidized because the preponderant portion of the 
benefits from irrigation accrue to the Nation as a whole rather than to the 
individual farmer or immediate area. 

3. An “interest component” is favored as the base for irrigation subsidy. Use 
of the interest component will not result in increased power rates and the hasin 
ean have comprehensive development of both irrigation and power. Use of the 
interest component is not new having been used in 1902 in connection with the 
Minidoka project. More recently it has been used in development of the Central 
Valley project in California. Although the basin account legislation which 
embodied the interest component was defeated in 1950, it was defeated not 
because of the interest component feature but because of $1,200 per acre subsidies, 
committee jurisdiction, and other factors. The interest component will provide 
adequate funds for an ultimate development of 15 million acres. Already BPA 
has paid $189 million in interest. 

4. The Northwest account legislation will place an unwarranted burden on the 
power users of the BPA service area. As currently drafted, the measure pro- 
vides that revenues from BPA can be used to subsidize irrigation outside the 
Columbia Basin, in Idaho, Nevada, Utah, Wyoming, and eastern Montana. The 
subsidized area in these States exceeds the BPA service area by four times. 
The subsidy will not only cause an increase in power rates but will mitigate 
against comprehensive development of both power and irrigation. 

5. The State of Washington is urged to abide by its policy as set forth in 1949 
and 1950 in favor of the interest component method of subsidizing irrigaton. 

Mr. Coe asked Gale Sterling if an interest component approach to subsidization 
would be acceptable to his group. Gale Sterling equivocated by stating that 
Harold Nelson of the Bureau of Reclamation said power revenues would be 
sufficient for irrigation development. 

Ken Billington stated that the legislation would result in increased power 
rates by withdrawing BPA revenues at a time when it is needed to offset the 
high cost of thermal generation. 
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Dewayne Kreager asked Gus Norwood what could be done to relieve the 
Kittitas, Roza, and Kennewick projects of their extended repayment periods 
and how the interest component approach would work out timewise. Mr. Nor- 
wood said we could help our local areas immediately by introducing special 
legislation. The Kittitas project, for example, could be tied to the Greater 
Wenatchee project. Legislation could also be introduced to correct inequities 
at Grand Coulee which will amortize its power facilities in 32 years instead 
of 50 to 100 years. This legislation could also incorporate provisions for flood- 
control benefits which will help power users and irrigators. General legislation 
containing the interest component feature will be required for the long-range 
approach to irrigation development. 

Ken Billington asked Gale Sterling why only the users of BPA power are 
required to pay the subsidy. Gale felt BPA power users should pay the subsidy 
because irrigation is a Federal responsibility. 

Harold Jenkins of the Kittitas Pamona Grange asked Gus Norwood if his 
group would support parallel legislation to S. 1388 if it incorporated the interest 
component feature. Mr. Norwood said power people would support it and 
further stated that if we make peace “at home” we can sell it to Congress. 

Ernie Miller asked if congressional action would be necessary to authorize 
new reclamation projects if the $189 million interest from BPA is given the 
reclamation revolving fund. Mr. Norwood said congressional authorization will 
be needed for any expenditures. 

Gale Sterling asked Mr. Norwood if he had a draft of a bill embodying prin- 
ciples acceptable to power users. Mr. Norwood didn’t have such a draft but 
suggested that Senator Magnuson’s bills S. 2318, S. 2319 of the 82d Congress 
be referred to for language on the interest component. 

Gale Sterling felt the interest component approach to irrigation subsidy 
should be explored and suggested that Gus Norwood rough out legislation cover- 
ing it. Gus said a great deal of work is involved and suggested that Senator 
Magnuson be requested to have the Bureau of Reclamation prepare a draft. 

Chairman McMullan thanked Gale Sterling and Gus Norwood for attending 
the meeting and presenting information on the Pacific Northwest account 
legislation. 


SOUND RECLAMATION DEVELOPMENT 
(By Senator Guy Cordon, Roseburg, Oreg.) 


(On November 17, 1950, Senator Guy Cordon of Oregon addressed the Na- 
tional Reclamation Association at Spokane and urged that the excess reclama- 
tion investment over land user repayment should be a nonreimbursable ex- 
penditure. This address is reproduced here in full.) 

Mr. Chairman, I need not say to you, who are gathered here today, that it 
is a real pleasure for me to have this opportunity to discuss with you ways 
and means whereby the productive values of the West may be realized to the 
fullest degree. The end we seek, while geographically sectional, is national 
in benefit. 

The National Reclamation Association is a living exponent of the pioneering 
spirit which led the stalwarts of old away from security and easy living west- 
ward to new fields of adventure and trial. Great of heart, self-reliant, and 
contemptuous of danger, they sought naught but the opportunity to carve for 
themselves a future in the unknown. Cooperation in those far days was a neces- 
sity. It had the added value of building friendships. It was a voluntary sharing 
of danger, of labor, of accomplishment. This association has followed those 
footsteps. 

In the early years of the century men of vision saw in the mind’s eye a 
blossoming in the desert, a fruitfulness and plenty where then was only sage- 
brush, the whirling sand devils, and the distant mirage. 

Small in original compass but daring in concept, the reclamation program 
was one of cooperative effort. The basic mutual effort was between the Goy- 
ernment, as the loaning and constructing agency on the one hand, and the settler, 
the water user on the other. 

It was but natural that those who pioneered the settlement and development 
of the early reclamation projects and those who came with the services neces- 
sary to a civilized community should themselves band together to study and 
to solve the problems incident to this great new adventure in agriculture. And 
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so the National Reclamation Association was born. I am not complimenting 
you, but stating only a simple and well-known truth, when I say that without 
your help the West would not be what it is today. 

The problems which faced you in your infancy look simple to us today. 
They were far from simpie then. The problems which face you today were 
unthought of then. I undertake to say that tomorrow’s problems are equally 
veiled in tomorrow’s mist, so far as we can project our thinking today. 

We have, however, problems enough as of now to keep us reasonably well 
occupied. 

To some of those problems I shall address myself at this meeting. Permit me 
to say at the outset that if I can be of any help, however slight, in the formula- 
tion and execution of a sound policy to meet the present pressing problems of 
reclamation in the West I shall be most gratified, and, I hasten to add, equally 
surprised. 

It has been my experience that a clear understanding of the nature of a 
problem is an indispensable condition precedent to a logical search for a solution. 

Our problem arises from the well-known fact that there is little, if any, 
remaining arid, potentially irrigable land left in the West, which can be re- 
claimed at a cost within the ability of the land user to repay. 

As I understand the history of ‘reclamation, the original concept embraced 
the basic proposition that no land was subject to reclamation which could not 
be reasonably expected itself to produce sufficiently to repay the principal cost 
of its subjugation to tillage. It is well to remember, however, that there was 
provided, even in the earliest legislation, that some nonreimbursable assistance— 
which I shall term “subsidy,” because that is what it is—should be given by 
the Government if the program was to have a fair chance of success. Initially, 
this nonrecompensable assistance was the rental value of the Federal funds 
advanced—forgiveness of the interest component, if you please. 

It well may be that the happy condition of the Federal Treasury in those 
days had something to do with the decision. 

It is equally possible, if not probable, that the fact that the original Reclama- 
tion Act provided for a reclamation fund to be created solely from receipts 
arising from the sale and disposal of public lands in the affected States, had a 
bearing upon the matter. 

Whatever the possibilities or probabilities, the original act did not con- 
template the payment of rental or interest on the moneys appropriated from 
the reclamation fund for reclamation purposes. That is precedent, and vitally 
important to us today in the reclamation States. 

Let us keep in mind, that the reclamation fund was designed as a revolving 
fund, that all receipts from reclamation projects of whatever nature, were part 
of this special fund and were subject to appropriation only for reclamation 
purposes. 

The provisions for these accretions to the reclamation fund are emphasized in 
importance by section 5 of the Townsites and Power Development Act (act, Apr. 
16, 1906, ch. 1631, 34 Stat. 116), providing for the payment into the fund of 
receipts from the sale of surplus power generated as an incident to the irrigation 
of lands under the Reclamation Act. This section has increased in importance 
as projects have increased in size and multiplicity of uses. 

I commend the provisions of the above-mentioned section 5 to the particular 
attention of this association in its further study of the present problems of 
reclamation. 

Now, let us get into the meat of this subject matter. 

A condition precedent to any reclamation program in the field of agriculture 
must be a need for the additional agricultural production. If the need be 
immediate, in the near or in the distant future, the program should be geared 
to the time factor. 

This statement may seem abstract to some, even silly to others. It represents 
stark reality to me. 

In the coming years we are going to be faced with objections to reclamation 
development predicated squarely upon the claim that we do not need additional 
agricultural production, that even now we produce too much. Recent heavy 
surpluses in a few crops, notably the potato crop of the last couple of years, 
have focused attention upon this particular phase of our problem. 

Much of the criticism I hear, and which undoubtedly you have heard, is ill- 
advised and based upon fragmentary information rather than that full view 
essential to sound judgment. Nevertheless, the criticisms do obtain. 
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The critics are becoming more articulate as a result of the very fact of the 
increasingly high costs of reclamation development—the ever-widening breach 
between the costs of reclaiming an acre of arid land and the amount that the 
user of that acre can afford to pay for the reclamation necessary to give that 
acre its value. 

I urge that this association give more than passing attention to this phase of 
our problem. 

Having demonstrated need for additional agricultural production, we face 
another precedent problem that must have consideration and legislative deter- 
mination. That problem may be stated as a question: What is the maximum 
amount which, in consideration of the direct and indirect benefits accruing 
therefrom, we are justified in investing to reclaim an acre of arid land? Irre- 
spective of whether the cost of the reclamation is or is not reimbursable, in whole 
or in part, this is a question of sound economy, a straight problem of value 
received for investment made. 

I know that I am not alone in this view. 

Various agencies of the Government interested in our natural resources, 
particularly in the field of agriculture, have given much thought to this phase 
of our problem. I am sure this association has done likewise. It definitely 
is a field for legislative inquiry. I am of the opinion that a legislative yard- 
stick should. be evolved to guide the administrative agencies in this most im- 
portant determination. 

Of this I am sure—and the recent debates on the floor of the U.S. Senate, 
with respect to the Columbia Basin account amendment to the omnibus public 
works bill, make it abundantly clear—that there has been an awakening in 
various other parts of the United States to the importance of this phase of our 
problem. In my considered judgment, if the West is to have the support of the 
southern and eastern sections of the United States, which it has enjoyed in the 
past, it is necessary that we face this question openly and cooperatively, and 
determine it legislatively. 

At first blush, one might be pardoned for holding the view that the maximum 
amount which can logically be invested in such reclamation is measured by the 
maximum amount that the user of the land can afford to pay—the original con- 
cept, as I have earlier stated. 

A little further consideration of the matter will, however, indicate the fallacy 
of that view. A simple method of demonstrating this fallacy is to compare the 
amount of money received by the grower for his agricultural produce with the 
price therefor paid by the ultimate consumer. All of the intervening service 
charges relate back to, and are wholly dependent upon, the irrigated acre which 
produced the crop. Without going further into this aspect of the problem, I only 
suggest that here, at least, is the beginning of our yardstick. 

Once we have determined the maximum sum which the Nation can afford 
to invest in reclaiming an acre of arid land, then and only then, arises the ques- 
tion of whether and the extent to which that cost shall, and can, be met by the 
user of the watered land, and the resulting question of who shall pay the dif- 
ference between that total cost and the land users’ payment. 

There is the $64 question. Who shall repay the difference between total cost 
and the amount repaid by the land user or, as is usually said, the full amount 
within the ability of the water user to repay. 

I have posed the question. I give you my answer to it. 

In my opinion, repayment should not be made. Excess over land user repay- 
ment should be a nonreimbursable expenditure. 

That difference is represented, in my humble opinion, in the added values 
accruing through the myriad of services which are created by, and are wholly 
dependent upon, the production from the irrigated land in question. The iden- 
tity of the beneficiaries of those services cannot be determined; the value of 
those services, however, can. The values built upon the crop produced from that 
irrigated acre are as fluid as is the commerce of the United States. The sum 
total of benefits, direct and indirect, accrue to the economy of the Nation. 
Therefore, in logic and in equity that difference in cost should be paid by the 
Nation. 

There is a wealth of precedence for the position I take. Let me cite a few. 

The rivers, canals, and harbors of the Nation have been improved and are 
maintained from the Federal Treasury. There is no reimbursement; the users 
of the waterways pay nothing for the transportation arteries into which tens of 
millions of dollars have been poured. That is, of course, plain subsidy. It is 
justified on the ground that cheaper transportation by water is a national asset. 
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Parenthetically, I remark that production from arid lands is, at least, equally a 
national asset. I believe I can make a case in favor of its being a greater 
national asset. 

A second, and even more illuminating precedent, is found in the Flood Control 
Act, which is in effect reclamation with reverse English. Hundreds of millions 
of dollars have been spent by the Federal Government to protect people, farm- 
lands, homes, and industries from the ravages of floodwaters. No portion of 
the funds so paid is reimbursable, or ever has been. This is based on the prop- 
osition that safety from flood damage makes for a greater national prosperity. 

Under the law, a flood-control project is justifiable when the total amount of 
damage prevented within the life of ‘the project, capitalized at 2 percent, I be- 
lieve, is equal to or in excess of, the capital expenditure and operation costs, 
capitalized at a like rate of interest. Here, again the outlay is subsidy. I 
could give other instances. 

In my opinion, the difference between the total cost of our reclamation project 
of today and the total amount within the ability of the water user to repay is 
likewise subsidy. Why anyone would cringe from the word as applied to 
reclamation, or deny the fact, which is indisputable, I am unable to understand. 
If ever a case has been made, or can be made, to justify nonreimbursable Fed- 
eral expenditure, it has been made, and can be made, for the program of re- 
claiming the arid lands of the West. This is adding to the national wealth, 
contributing to production, making for agricultural strength and independence. 
It is in the American tradition of individual initiative; it promotes individual 
independence. 

In my considered opinion, we should, and if we can have unanimity of effort 
in the reclamation States, we can write nonreimbursability of excess of capital 
costs over ability of water users to repay into the reclamation law. 

I am well aware that there are many able students of reclamation, well versed 
in the mechanics of Federal legislation, who doubt that, as a practical proposi- 
tion, such a provision can be enacted. 

I am not unalterably committed to my view. I have been wrong before; I 
may be now. Here and elsewhere in conferences I shall present and assert my 
position. If a better solution can be found I shall join in the effort for its 
adoption. 

I do not include among the alternatives, however, the so-called interest compo- 
nent provisions of the recent O’Mahoney or Magnuson—depending upon who is 
speaking—amendment to the public works bill in the recently concluded session 
of the Congress. 

I am unalterably opposed to those provisions as they are spelled out in that 
amendment. 

Upon careful and close analysis I find them fantastic beyond belief. Their 
vice is not in what they disclosed but in what they conceal. 

There is simply not the time available to us for that analysis, which alone can 
penetrate the legalistic jargon and reveal the concealed sophistry. I attempted 
to anaylze these provisions in the debate on the amendment in the Senate. I 
spent over 4 hours on the Senate floor and then did not fully cover the subject. 
Much of the pertinent supporting proof was inserted in the form of tables. Be- 
cause of the lack of time these tables were not orally examined in detail, nor 
their precise application identified and explained. 

For those who desire to pursue the subject, I suggest that the debates are 
available in the Congressional Record, copies of which are found in most, if not 
all, of our public libraries, chambers of commerce, ete. Specifically, the debates 
began on page 5027 of the Congressional Record of April 10 with a discussion 
by Senator Watkins of Utah of the provisions of a bill which he had drafted 
and which he offered, entitled “Interstate Water and Power Project Act of 1950.” 
The ensuing debate, while not directly on the Columbia Basin account amend- 
ment, did include some observations with reference to it. 

The debate having specifically to do with the amendment begins on page 5081 
of the Congressional Record of April 11 and appears on various pages there- 
after up to and including page 5252 on April 14, all, of course in the current 
year. Thereafter, certain amendments-were offered in an attempt to salvage 
the reclamation aspects of the amendment. The action taken, together with 
the comments, appears in succeeding pages. 

For those who may be interested in my own analyses, they may be found on 
page 5183, April 13, and up‘to and including page 5204, and beginning again on 
page 5227, April 14, and concluding on page 5237. 
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If the directors of this association feel that the material contained in the 
debates, pro and con, can be of value in the further study of reclamation prob- 
lems, I shall be happy to have reprints made, with extraneous material deleted, 
for such distribution as may be determined. 

My repudiation of the interest component provisions of the amendment does 
not go to the establishment of a sound, accounting system for Columbia Basin 
power and reclamation projects. Neither does it go to objection to crediting to 
the nonreimbursable reclamation costs a reaSonable portion of receipts from 
power projects, if that should be advisable. Such an accounting procedure may 
well include prospective receipts so long as the inclusion is definite as to the 
percentage and time and certainty of the receipts. Any such accounting opera- 
tion should be subject to audit from independent sources, as is the Bonneville 
account today. 

I have had delivered to me a copy of a proposed bill on the overall subject 
of the Columbia Basin account. I have not as yet had an opportunity to study 
the proposal, so I am not in position to comment upon it. I assure you that this 
proposed bill will have my earnest consideration at the earliest possible moment. 
I hope that I may be favored with the views of those who have studied its con- 
tents. The future of reclamation is too vital to the West not to have the deep 
and constant study and attention of us all. 

While we are on the subject of alternatives, let us have in mind that the term 
“the ability of the water user to repay” really should be “the ability of the 
water user to repay in 40 years.” This repayment period has been in the law 
from the beginning. In many minds it has assumed a sanctity it does not, i 
fact, possess. Other installment-payment periods of principal account in the 
governmental field, as well as in private industry, have been liberalized during 
these last 48 years, time and time again. Liberalization under the reclamation 
law may well be in order. If the water user can afford to pay $100 in 40 years, 
he can afford to pay $200 in 80 years, and soon. The same user may not pay all 
the bill, but the production of the land will. If criticism be raised as to the 
additional length of time taken, answer is found in the fact that in like public 
works of like public value within like periods of time, no payment is made. 

That other suggestions have been presented, and will be in the future, I have 
not the slightest doubt. I realize, however, that with respect to our program 
time is of the essence. Let us suggest, confer, and agree without more delay. 
Let us frame and present to the 82d Congress that type of legislation which we 
ean all support and all defend. Let it have the virtues of all good legislation: 
clarity that all may understand; certainty, so that solicitors’ opinions may not 
torture in interpretation; and lastly, command, so that administrative agencies 
may know the extent of and the limitations upon the powers and responsibilities 
created. 

If we have problems, potentialities, and hopes, so have they in other regions 
of our country. We are part of a great adventure in building America. The 
part is less than the whole. Let us get help by giving it, let us retain confidence 
by deserving it. These are the signposts on the road to our place in the sun. 


Senator Nrupercer. The next witness is Mr. Carlos C. Randolph, 
secretary-manager of the North Unit Irrigation District, of Madras, 
Oreg 

reg. 


STATEMENT OF CARLOS C. RANDOLPH, SECRETARY-MANAGER, 
NORTH UNIT IRRIGATION DISTRICT, MADRAS, OREG. 


Mr. Ranpoten. My name is Carlos Randolph. I am secretary- 
manager of the 50,000-acre North Unit Irrigation District, Madras, 
Oreg.,, and am vice president of the Oregon. Reclamation Congress, 
which was organized in 1909. The Oregon Reclamation Congress 
membership consists of farmers, ir rigation districts, and others inter- 
ested in the development of the arid and semiarid lands of the West. 

I have a letter from the president of the Oregon Reclamation Con- 
gress addressed to the Honorable Senator Murray, from the president, 
Harold H. Hursh, of Baker, Oreg. 
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The Oregon Reclamation Congress endorses this legislation and 
Harold Hursh has a letter verifying that statement. 

Senator Neusercer. It will appear in the hearing record. 

Mr. Ranvotrn. I also have resolutions from the Jefferson County 
Farm Bureau, the Jefferson County Livestock Growers and Feeders 
organization, the Oregon Educational and Cooperative Farmers Un- 
ion and the Madras Chamber of Commerce. 

I have statements from Ben Evick, chairman, board of directors, the 
North Unit Irrigation District ; Henry Dussault, county judge, Jeffer- 
son County; Louie Olsen, chairman of the county commissioners; a 
statement from the board of directors of the North Unit Irrigation 
District; and finally a statement from Boyd R. Overhulse, State sena- 
tor of Oregon. 

Senator Neusercer. This material will appear in the hearing rec- 
ord in full at the conclusion of your testimony. 

Mr. Ranpotreu. I am appearing here in support of S. 1388, and I 
am confident that I will be speaking the sentiments of many people in 
the Pacific Northwest. 

First, I would like to say that this bill does not establish a prece- 
dent, nor does it change any present law. It is only an enabling act 
that will provide for a basinwide accounting system of net power 
revenues. ‘These revenues then can be used to assist in repaying that 
part of the cost of projects that are beyond the ability of the water 
user to pay in 50 years. 

In the past and even today in the Pacific Northwest, specific or 
piecemeal legislation is necessary to accomplish the objective. 

In other words, a “basin account fund” accumulated from net power 
revenues received from federally constructed and operated power 
dams in the basin area will be accounted for in the Federal Treasury 
and can be used for assistance in the repayment of construction costs 
of irrigation projects. 

It is a known fact that in practically all of the irrigation projects 
that remain to be developed, the construction costs are beyond the 
ability of the water users to repay within the accepted 50-year 
limitation. Therefore, a basinwide coordinated plan of financing that 
portion beyond the ability of the water user to pay would be accom- 
plished by the proposed act. 

I need not tell you that this is not a new approach in any sense of 
the word. The Central Valley project in California, the Missouri 
River Basin project, and the Upper Colorado River Basin project are 
all basinwide financed projects, with net power revenues paying a 
large part of the repayment costs of the irrigation features. 

. 1888 would place the Pacific Northwest, which includes the States 
of Washington, Idaho, Oregon, and parts of Montana, Wyoming, 
Utah, and Nevada in this same category. 

The bill also provides that the same feasibility study will be neces- 
sary as it is at the present time, and congressional approval will always 
be required, as it should be, before appropriations of funds and con- 
struction can in. 

The enactment of this bill will be a great step forward in the orderly 
development of the natural resources of the Pacific Northwest. 

Projects such as ours that have contracts with the Federal Govern- 
ment exceeding the 50-year period would share the same advantage as 
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rojects constructed and now under construction which have assistance 

rom net power revenues. For example, the Crooked River project, 
now under construction, is only 26 miles from the project that I 
represent. 

The contract with water users of the Crooked River project provides 
for a 50-year payout schedule to the Federal Government and the costs 
in excess of their ability to pay will be paid by net power revenues 
from The Dalles Dam on the Columbia River. 

Our contract calls for a payout schedule of from 76 to 96 years, so 
you can readily see that the water users under the Crooked River 
project will have their contract fulfilled long before we will, and our 
project was completed in 1949. This is just one example to show the 
inequities that now exist between irrigation districts in the Pacific 
Northwest. 

One of the major benefits to the landowners of our project with the 
enactment of this bill will be the increased value of their lands as far 
as long-term loans are concerned. With the long-term schedule of 
repayment that we now have, each acre has $240 charged against it 
for construction as against the Columbia Basin project lands in Wash- 
ington which have $85 per acre construction costs. 

I therefore earnestly urge approval and passage of this long-needed 
legislation. 

Senator Neusercer. Thank you very much, Mr. Randolph. 

Have you any questions, Senator Moss? 

Senator Moss. No; I have none. 

Senator Neusercer. Thank you very much. 


(The exhibits submitted by Mr. Randolph follow :) 


BuRNT RIVER IRRIGATION DISTRICT, 
Baker County, Oreg., January 18, 1960. 


Re Senate bill 1388 and House bill 3510. 


Hon. James A. MurrAy, 
U.S. Senate, 
Washington, D.C. 

Dear SENATOR: The purpose of this letter is to provide you with factual 
argument in support of enabling legislation listed in above caption. 

As a director of Burnt River Irrigation District for a period of nearly 25 years, 
and as president of Oregon Reclamation Congress, I feel privileged to offer 
argument from a posture in direct contact with present complex problems inci- 
dent to water development and uses. Water development has always been ex- 
pensive when the cost burden has been borne for singular use such as irrigation. 
And little credit has been afforded in behalf of irrigation projects for reduction 
of flood volumes and stabilizing streamflows through the year, thereby benefit- 
ing many other public and private uses such as recreation, fish and wildlife, 
municipal, industrial, and power uses. The most lucrative of the foregoing list 
being the latter, namely, power developed from falling water. These compen- 
satory multiple-use benefits are so broadly available to the general public that 
it is patently fair that a formula for equitable contribution toward water de- 
velopment costs, based on financial ability to pay, be adopted. Oregon Reclama- 
tion Congress and Burnt River Irrigation District are in full accord in support 
of the above mentioned bills. 

Very respectfully yours, 
OREGON RECLAMATION CONGRESS, 
Harotp H. Hursu, President. 
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RESOLUTION OF THE JEFFERSON COUNTY FARM BUREAU 


Whereas there has been introduced into the Congress of the United States, a 
bill, S. 1388, known as Pacific Northwest Account; and 

Whereas, for several years, net power revenues from Government constructed 
and operated hydroelectric power dams have been assisting in paying that part 
of the cost of construction of irrigation projects which have been determined 
to be in excess of the landowners’ ability to pay in 50 years; and 

Whereas projects in the Pacific Northwest have received assistance from net 
power revenues, only by specific legislation, and thereby discriminating against 
several projects which have contracts up to 100 years; and 

Whereas the proposed legislation would treat all projects constructed by the 
Government on the same basis and with Congress still in charge of all authoriza- 
tions, and feasibility reports would still be necessary before construction of any 
project : Now, therefore, be it 

Resolved, That Jefferson County Farm Bureau earnestly urges the early pas- 
sage of this bill, which will place all Government-constructed irrigation projects 
that have a contract with the landowners with payout schedules in excess of 50 
years and future projects on an equitable payout basis. 


RESOLUTION OF THE JEFFERSON COUNTY LIVESTOCK GROWERS & FEEDERS 
ASSOCIATION 


Whereas it has long been an established policy for net power revenues to be 
used to pay that part of the cost of construction of Federal irrigation projects 
above the ability of water users to pay in 50 years; and 

Whereas this has been authorized by specific legislation and many projects 
already constructed have a payout period with the Federal Government in ex- 
cess of 50 years, which is not in line with present day policies; and 

Whereas with the passage of 8. 1388, a uniform policy for the Pacific North- 
west would be accomplished : Therefore, be it 

Resolved, That the Jefferson County Livestock Growers & Feeders Association 


urge the early passage of this bill, called the Pacific Northwest account. 


RESOLUTION OF THE OREGON EDUCATIONAL AND COOPERATIVE FARMERS’ UNION 


Whereas there has been introduced into the House of Representatives of the 


United States a bill, S. 1388, known as Pacific Northwest account; and 

Whereas for several years net power revenues from Government constructed 
and operated power installations have been assisting in paying that part of the 
cost of construction of irrigation projects in the Pacific Northwest which has 
been determined to be in excess of the ability of the landowner to pay in 50 
years; and 

Whereas this policy has been carried out by specific or piecemeal legislation 
and some presently constructed and completed irrigation projects have contracts 
with the Federal Government for payout periods in excess of 50 years: Now, 
therefore, be it 

Resolwed, That the Gateway-Agency Plains Local, No. 277, Oregon Educational 
and Cooperative Farmers’ Union, urge the early passage of this bill, which will 
place all Government constructed irrigation projects on an equitable basis for 
paying back to the U.S. Treasury their fair share of construction costs. 


RESOLUTION OF THE MADRAS CHAMBER OF COMMERCE 


Whereas there has been introduced in the Congress of the United States House 
bill No. 3510, to provide for the establishment by the Secretary of the Interior 


an account known as Pacific Northwest account bill, dealing with the part pay- 
ment on irrigation projects after 50 years; and 

Whereas this Pacific Northwest account bill having been proposed and, if en- 
acted, will greatly assist the irrigation farmers to carry the load of construction 


costs that have been incurred in securing water for the arid lands in this and in 
other parts of Oregon, also other parts of the West; and 
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Whereas the assistance from the net power revenues produced by the large 
Government hydroelectric installations of the Western States is necessary to 
help these projects that have a high construction cost and cannot be paid out 
in the 50-year period as now required by law; that we feel that there should be 
some relief granted for the irrigation farmers living on the projects that cannot 
be paid out in 50 years, also for the benefit of needed projects that can be con- 
structed at the high costs that could not be otherwise constructed ; and 

Whereas this bill, we feel would treat all projects alike and, at the same time, 
would materially assist in bringing more lands under irrigation; that by so doing 
would make more area for people to live and have a home of their own; and 

Whereas that under the terms of the bill, as we understand it, only a part of 
the net revenues would be used and those revenues would be applicable after 
many of the hydroelectric projects have been paid out, so that the Government 
of the United States that originally built these projects had received all of their 
original costs ; and 

Whereas that we do have a project in this immediate area, north unit of the 
Deschutes project, that would be greatly benefited in some 40 years; that the 
costs of said project were much higher than was originally anticipated; that we 
feel that in this way our farmers and landowners can at some future time have 
the original costs reduced to such a figure that they can pay out without great 
handicap; and 

Whereas it may seem advisable in the future to enlarge this project as well as 
others built under similar circumstances; that if the same be enlarged and addi- 
tional lands taken in, the costs would be even higher than during the construc- 
tion of the original project; that our district would be in a better position to 
take care of the increased population that might in the future desire to settle in 
this part of Oregon: Now therefore 

Resolved, That we desire to go on record as favoring this Senate bill, S. 1388, 
introduced by Senator Murray, of Montana; that it was unanimously voted by 
this organization to support this bill and urge all of the Oregon delegation in 
Congress to use their utmost efforts to see the same made into law; that we feel 
it is to the best interests of all of the people of the Columbia River watershed; 
that all of the projects will eventually receive the same necessary benefit. 


Nortu Unit Irrieation District, 
DESCHUTES PROJECT, 


Madras, Oreg., January 18, 1960. 


Hon. JAMES A. Murray, 
Chairman, Senate Interior and Insular Affairs Committee, 


US, Senate, Washington, D.C. 


DEAR SENATOR MURRAY AND MEMBERS OF THE COMMITTEE: The board of direc- 
tors of the North Unit Irrigation District, Madras, Oreg., heartily endorse Sen- 
ate bill S. 1888 and urge its early consideration and passage during this session 
of Congress. ; sa at . 

Construction of our 50,000-acre project was initiated in 1988 and completed in 
1949. Our contract with the Federal Government calls for a repayment period 
of from 76 to 96 years. Since the time our contract was negotiated, the trend 
has been toward shorter payout periods and in most cases not to exceed 50 
years. In other words, the contracts are based upon the ability of the water 
users to repay their share of the construction cost in 50 years, leaving the bal- 
ance for net power revenues from federally constructed power dams to assume. 

This enabling act would certainly place our project on a more sound payout 
basis and would eliminate the discrimination that now exists in the Pacific 
Northwest. 

Z This is fot a new approach in any way, since power revenues have assisted 
in the construction costs of reclamation projects for many years. This act 
would eliminate the necessity for specific and so-called piecemeal legislation that 
is now necessary for the authorization of almost any new reclamation project. 
Signed, 
Ben Evick, 
Chairman, 
RaLtPH FRIESEN. 
O. C. HEpDGEPETH. 
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THE SENATE, 
STATE OF OREGON, 
Salem, January 18, 1960. 
Re Senate bill 8. 1388. 


Senator JAMES A. MuRRAY, 
Chairman, Senate Interior and Insular Affairs Committee, 
U.S. Senate, Washington, D.C. 


DeEAR SENATOR Murray: I understand that hearings are to be held on the 
above mentioned bill in the near future and I wish at this time to express my 
support for the bill and which view is also held almost unanimously by the 
people of this area. 

We feel there is nothing new or novel about the theory involved here and that 
it is only fair and right that this should be done. 

Very truly yours, 
Boyp R. OVERHULSE. 

Senator Neupercer. The next witness is Mr. Paul L. House, man- 
ager, North Board of Control, Owyhee project, Nyssa. 


STATEMENT OF PAUL L. HOUSE, MANAGER, NORTH BOARD OF 
CONTROL, OWYHEE PROJECT, NYSSA 


Mr. House. My name is Paul House. I reside at Nyssa, Oreg., and 
am project manager of the North Board of Control of the Owyhee 
irrigation project located in Malheur County, Oreg. Iam appearing 
on behalf of the North and South Boards of Control of said Owyhee 

roject and represent approximately 1,973 water users of said project 
Gaich in the States of Idaho and Oregon. 

I also have a number of communications and resolutions from other 
groups which I would like to submit for the record. 

Senator Neusercer. They will appear in the record in full at the 
conclusion of your remarks. 

Mr. Houss. They are from the South Board of Control, Owyhee 
project; the Vale, Oreg., Irrigation District ;* the Nyssa Chamber of 
Commerce, Nyssa, Oreg. : and the Ontario Chamber of Commerce, 
Ontario, Oreg. 

Mr. House. We approve and endorse the enactment of S. 1388 as 
it will assist in the progress and development of irrigation projects 
in the Pacific Northwest. 

This legislation provides an equitable distribution of construction 
costs among the projects which contribute to the power pool of the 
Pacific Northwest. The ir rigation projects which have been con- 
structed to control and store the high spring runoff on the upper 
tributaries of the Columbia River system assist materially in leveling 
off streamflows of the Columbia and Snake Rivers. 

The water stored in these irrigation reservoirs in the spring is re- 
leased during the summer months for the irrigation of lands adjacent 
to the rivers with the return flow water from the projects supplement- 
ing the low summer river flows, thus increasing the firm power output 
of the downstream power dams. In this manner the irrigation proj- 
ects contribute to the benefits the entire area received by making addi- 

tional firm power available. 

New projects as constructed will have a tendency to increase these 
low summer flows, thereby increasing the benefits to be obtained at 
the downstream powerplants. 


1 Previously submitted. 
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The constructed projects with payout periods in excess of 50 years, 
which are referred to in section 4(c) of the bill, including the Owyhee 
Federal reclamation project, should be included in the proposed ac- 
count in order to place them on an equitable economic basis with the 
other projects which are in the process of construction and are now 
receiving the benefits of power revenue assistance assigned to these 
projects by virtue of their own or adjacent power generating facilities. 

Aside from the power generating advantages resulting from the 
existence of irrigation projects in the Northwest, these irrigation 
projects in many ways add immeasurably to the general economy of 
the Pacific Northwest and the Nation as a whole by creating locales 
for population expansion, demand for products manufactured in all 
other sections of our Nation and production of food and other com- 
modities necessary to our national welfare. 

It is our opinion that the areas affected by these irrigation projects 
in the course of their normal development will not only pay for these 
power projects by the local use of power, but will more than sustain 
their proportionate share to the cost of Government by tax 
contributions. 

It is respectfully urged that this committee take favorable action 
on this bill and that it support the passage of this legislation. 

Senator Neusercer. Thank you very much, Mr. House. We appre- 
ciate having you here today. 

(The exhibits submitted by Mr. House follow :) 


SoutH Boarp or CONTROL, OWYHEE PROJECT, 


Homedale, Idaho, January 16, 1960. 
Chairman MuRRAY, 


Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


DeEaAR Str: At a special meeting of the south board of control of the Owyhee 
project held at their office January 16, 1960, it was upon motion by Claude 
Eachus, seconded by Don Parker, and carried unanimously, to support and urge 
the passage of bill S. 1888, to provide for the establishment by the Secretary 
of the Interior of a Pacific Northwest account, and for other purposes. 

Yours very truly, 
Ray PURSHALL, President. 

Attest: 

Forrest THOMPSON, Secretary. 


THE NYSSA CHAMBER OF COMMERCE, 
Nyssa, Oreg., January 7, 1960. 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
U.S. Senate. 


GENTLEMEN : Please be advised that the Nyssa Chamber of Commerce, at our 
regular meeting, January 6, 1960, passed a resolution favoring the passage of 
Senate bill 1388, a bill to ‘provide for the establishment by the Secretary of 
the Interior of a Pacific Northwest account, and for other purposes. 

Favorable action by your committee on this bill will be appreciated by our 
group. 

Sincerely, 
RALPH LAWRENCE, Secretary. 





94 PACIFIC NORTHWEST ACCOUNT 


ONTARIO CHAMBER OF COMMERCE, 
Ontario, Oreg., January 18, 1960. 
Hon. JAMES A. Murray, 
Chairman, Committee on Interior and Insular Affairs, 
U.S. Senate, Washington, D.C. 


DeraR SENATOR MurrAy: At our regular board of directors meeting this noon 
at the Moore Hotel, we passed a motion approving the following resolution, 
to wit: 

“Whereas S. 1388, a bill to establish a Pacific Northwest account, and for other 
purposes, as stated, is deemed important legislation for the continued develop- 
ment and economic benefit of the Pacific Northwest ; and 

“Whereas 8S. 1388 would assist the water users of Malheur County to obtain 
equitable distribution of excess power funds for their assistance and relief on 
the same basis with the water users on other irrigation projects constructed or 
being constructed in the Pacific Northwest ; and 

“Whereas further irrigation development in Malheur County will depend on 
additional moneys from net power revenues as embodied in this bill: Now, 
therefore, be it 

“Resolved, That the Ontario Chamber of Commerce urge the Committee of 
Interior and Insular Affairs to approve S. 1388 and support the enactment of 
legislation to promote the objectives contained therein.” 

Yours truly, 
H. F. Loaur, Secretary. 

Senator Neuspercer. Our next witness is Mr. Gale Sterling, secre- 

tary-manager of the Kittitas Irrigation District, Eilensburg, Wash. 
I would like to say this for the benefit of all witnesses. We have 
a long list of witnesses, and if anybody desires to paraphrase or high- 
light his testimony, I will assure them that their testimony will appear 
in full in the record. 

I mention that because the Senate takes up at noon and I have 
another committee commitment that I must attend soon. I want to 
get to as many witnesses as possible in fairness to everybody who has 


asked an opportunity to testify. 


STATEMENT OF GALE STERLING, SECRETARY-MANAGER, KITTITAS 
IRRIGATION DISTRICT, ELLENSBURG, WASH. 


Mr. Srertine. My name isG. L. Sterling, Ellensburg, Wash. I am 
secretary-manager of the Kittitas Irrigation District, president of 
the Washington State Reclamation Association, vice president of the 
Pacific Northwest Irrigation Account League, a director of the State 
Association of Washington Irrigation Districts, and a member of the 
water policy committee of the National Reclamation Association. 

My statement is in support of bills S. 1388 and H.R. 3487 introduced 
into the 86th Congress, 1st session, which provide for the establish- 
ment by the Secretary of the Interior of a Pacific Northwest Account, 
and for other purposes. 

As used in the act “Pacific Northwest” includes all of the States of 
Washington, Oregon, and Idaho and those portions of the Columbia 
River drainage basins within the States of Nevada, Utah, Wyoming, 
and Montana. 

The bills provide for an accounting of revenues from Federal hydro- 
electric developments as have already been constructed or are now 
under construction within the “Pacific Northwest” area and such 
other Federal projects within the area as may hereafter be designated 
by Congress. 
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There shall be charged against such revenues all operation and 
maintenance and replacement costs of such hydroelectric develop- 
ments, their capital costs, interest on the unamortized balances of the 
commercial power allocation, where and as provided by law, and 
presently assigned irrigation capital costs. 

The Secretary of the Interior shall annually report to the President 
and the Congress on the status of the account showing the estimated 
future charges, the estimated future credits, and the estimated unen- 
cumbered balances in the account. 

From these unencumbered balances Congress may authorize finan- 
cial assistance to feasible irrigation developments within the Pacific 
Northwest area when Congress determines that the cost of such devel- 
opment is beyond the ability of the water user to pay within 50 years 
exclusive of permissible development periods. It also provides, with 
certain limitations, that financial assistance may, by congressional 
authorization, be extended to areas outside the Pacific Northwest in 
the States of Nevada, Utah, Wyoming, and Montana. 

The bills also provide that from these unencumbered balances the 
project construction cost obligations of the water users which will 
become due and payable 50 years after the beginning of the repayment 
period, exclusive of development, water rental, moratorium or defer- 
ment periods on 11 presently constructed Federal reclamation projects 
within the Pacific Northwest—3 in Washington, 7 in Oregon and 
1 in Idaho—will be repaid. The total cost of this will be around $35 
million. 

How will this act operate ? 

The first charge against the unencumbered balances which will 
accrue in the Pacific Northwest account will be those charges sched- 
uled for the repayment costs of the older projects in a total amount of 
approximately $35 million. The major projects included in this 
category would have at least 25 years more of water user repayment. 
In the period 1985-90 net power revenues will be allotted to take care 
of the then remaining obligations of those projects which have by then 
completed a full 50-year repayment schedule. By that time the capi- 
tal costs, with interest, of some of the presently constructed Federal 
hydroelectric projects will have been repaid making available the 
necessary funds. 

The second charge against the account will be made only by further 
authorization of Congress to assist in new irrigation development. 
The landowners will repay to the best of their ability, as determined 
by Congress, for a 50-year period plus permissible development 
periods. Therefore no charge for the construction of a new project 
will be made against the account for at least 50 years from the date of 
its authorization. All capital costs of all presently constructed Pa- 
cific Northwest Federal hydroelectric projects and all of those now 
under construction will have been repaid with interest. prior to that 
time. 

After this brief statement of my understanding of the bill and my 
understanding of how it will operate let me cite precedent. 

1. In the Federal reclamation program to June 30, 1957, $4,798 mil- 
lion has been allotted to irrigation. Of this amount 28 percent is to 
be repaid by water users, 65 percent is to be repaid from power reve- 
nues, and 7 percent is to be repaid from miscellaneous sources. 
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_ 2. Basin accounts have been established for the Missouri River 
Basin, the Upper Colorado River Basin, the Central Valley of Cali- 
fornia, and on a piecemeal basis, through the Chief Joseph Dam for- 
mula, it has been extended to individual projects in Washington and 
Oregon. 

Why is it necessary to have such legislation ? 

I quote from a speech given by Harold T. Nelson, regional director 
of the Bureau of Reclamation, region 1, Boise, Idaho, before a meet- 
ing of the Columbia Basin Inter-Agency Committee at Boise, De- 
cember 9, 1959. 


The Bureau is necessarily limited to a short-range project-by-project approach 
in the absence of legislation that will permit application of financial assistance 
to otherwise feasible projects. In other words, I believe at the present time 
that insofar as irrigation is concerned, the resolution of some long-range pro- 
cedural problems will be just as important a part of a basinwide plan as a physical 
listing of project possibilities. 

I have lived in the West all.of my life. I have been employed by 
an irrigation district for over 26 years. I believe that the irrigation 
of our land has been and will continue to be one of the major segments 
of our western economy. I, therefore, urge that you approve this 
legislation so that future irrigation development, as it is needed, will 
be assured. I further urge that Congress, at no time, relinquish its 
control over the authorization for new projects and of the expenditure 
of Federal funds. I also urge that the local control of completed irri- 
gation projects be a precedent to their development. 

I also urge that Congress correct the inequity that now exists in 
the repayment obligations of some of the older projects developed by 
the Bureau of Reclamation as compared with the repayment obliga- 
tions of the newer projects. I am sure that Congress, upon realizing 
the inequity which has been created, will do this. 

I wish to present for the record statements and resolutions in favor 
of S. 1388 from the following: The Washington State Farm Bureau, 
the Kittitas Pomona Grange, the Roza Irrigation District, the Wash- 
ington State Reclamation Association, the State Association of 
Washington Irrigation Districts, the Gardena Farms Irrigation Dis- 
trict No. 13, the South Columbia Basin Irrigation District, the East 
Columbia Basin Irrigation District, the Kittitas Reclamation District, 
the Joint Boards of the Columbia Basin project, the Kennewick Irri- 
gation District, the Kittitas County Farm Bureau, the Kittitas County 
Board of County Commissioners, and the Ellensburg Chamber of 
Commerce. 

Senator Nrusercer. Thank you, Mr. Sterling. The material you 
submit will appear in the hearing record at this point. 

(The documents referred to follow :) 

WASHINGTON STATE FARM BUREAU, 


Ellensburg, Wash., January 7, 1960. 
To Whom It May Concern: 


This is to certify that the following resolution was adopted by the voting 


delegates at the last annual meeting of the Washington State Farm Bureau, 
which was held November 18-20, 1959, at Seattle: 


BASIN ACCOUNT LEGISLATION 


“Net power revenues from -federally constructed power projects are tradition- 
ally a paying partner in Federal reclamation development. The legislative and 
executive branches of the Federal Government have, time and again, approved 
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the use of net power revenues in the payment of irrigation development costs 
which are beyond the ability of the landowner to repay with a 50-year payout 
period : Therefore, be it 
“Resolved, That the Washington State Farm Bureau urge the establishment 
of an all-inclusive basin account for the Columbia River Basin drainage area; 
and be it further 
“Resolved, That the provisions contained in bills introduced in the 1st session 
of the 86th Congress (H.R. 3487 and S. 1388), providing for the establishment 
of a Pacific Northwest account embody principles endorsed by the Washington 
State Farm Bureau in that they provide— 
“1, All Federal power revenues are to be returned to the U.S. Treasury. 
“2. No allocation from such power revenues for irrigation development 
can be made except by authorization from Congress. 
“3. The use of such revenues, after authorization from Congress, does 
not jeopardize local control of the irrigation or reclamation project assisted. 
“4, Existing Federal irrigation projects within the Columbia River Basin 
drained area with a construction payment period of more than 59 years, 
shall have the Federal construction obligation remaining after 50 years 
payout period assumed by net power revenues.” 
VERN DIVERS, 
Acting Executive Secretary. 


KirtTiras PoMoNA GRANGE, 
Ellenburg, Wash., January 8, 1960. 


Meeting in regular session on February 2, 1959, the Kittitas Pomona Grange 
No. 58 went on record favoring the proposed Pacific Northwest account legislation. 

The Grange feels that it is especially important to include the provision for a 
much needed adjustment of the construction obligations of older Federal reclama- 
tion projects on which the payout is unrealistic when measured by present-day 
standards. 

We feel that the passage of this legislation will do much to improve the agri- 
cultural economy of the State of Washington by decreasing the indebtedness of 
much of the irrigated area of the State. 

Sincerely yours, 
Kirtriras County Pomona GRANGE No. 58, 
tEORGE PLUNKETT, Master. 
MARGARET DENNING, Secretary. 


RozA IRRIGATION DISTRICT, 
Sunnyside, Wash., January 16, 1959. 
Senator WARREN G. MAGNUSON, 
Senate Office Building, 
Washington, D.C. 


DEAR SENATOR MAGNUSON: Irrigation interests of Oregon, Washington, and 
Idaho have organized in behalf of what is generally termed a “basin account.” 
A copy of the legislation which is sought is enclosed. The Roza Irrigation District 
is a member of the above-mentioned organization. 

This district is in favor of the draft of bill for the following reasons: 

1. The Roza is paying or trying to pay the full construction cost of the project 
which amounts to $265 per acre. A number of other projects are required to pay 
only a fraction of the construction cost, the remainder being assumed by power 
revenues. Roza farmers must sell 'their produce on the same markets as do 
the projects which have the power subsidy. 

2. The Roza project is within ‘the Columbia River watershed. The waters 
stored and gradually released on the Yakima Valley lands flow down to the 
Columbia River. This has the effect of stabilizing the flow of the Columbia 
through the McNary, the John Day, The Dalles, the Bonneville plants, and any 
other which may be constructed downstream from the McNary Dam and power- 
plant. Therefore, the irrigation on the Yakima River system does contribute to 
stabilizing the flows of the Columbia. Also, the farmers on the Roza division 
purchase Bonneville power and ‘thus supply a portion of the funds which the 
Bonneville system receives as a result of the operations of those Federal dams. 

3. This proposed legislation will not upset the arrangements of any other proj- 
ect, such as the Coulee project. We believe it to be a fact that the proposed 
subsidy 'to the old projects within the States of Oregon, Washington, and Idaho 
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would amount to only some $35 million. This amount is so small comparatively, 
that it can in no wise injure any other group. The volume of power revenue is 
so great that the diversion of $35 million over a period of perhaps 50 years can 
have no serious effects on other projects, now constructed or to be constructed. 

4. The allocation of subsidy is left with the Congress under the terms of the 
proposed legislation. We deem this to be a virtue since it is our belief that the 
Congress should retain the control of such funds. 

5. We believe that this proposed legislation offers an opportunity to place the 
older projects in the same category and under the same status as are the newer 
ones. At the time Roza was under consideration, there was no legal way to 
allow nonreimbursable credits. The older ones were required to pay the whole 
freight. Even in the case of the storage reservoirs on the Yakima project, the 
farmers are paying the whole bill. But under recent law, the newer projects 
are getting writeoffs for flood control, fish and wildlife benefits, recreational 
benefits and like things. We understand that practically no projects are now 
being constructed where the local interests are required to pay the whole bill 
as the older projects were and are required to do. We believe that this is an 
inequity which should, in justice, be corrected. 

6. We believe that the provisions of the proposed legislation would tend to 
establish a uniform plan under which future projects could be financed. As we 
understand the situation it has been the practice to provide special legislation 
for each project as it comes along. We believe that this proposed legislation 
will serve as a vehicle to establish a pattern for financing new projects. 

7. The proposed legislation, if passed into law, will correct the inequities 
which now exist as between the Roza repayment conditions and those.of other 
and newer projects. We believe that the Roza farmers are entitled as a matter 
of equity to the relief which this proposed legislation will afford, if it is passed 
into law. 

We, in behalf of the farmers of the Roza project, respectfully request your 
support in behalf of the “basin account” draft of bill. 

In more skillful hands, our case could be better put but we trust that you may 
bear in mind that we are not equipped to present our case as one better qualified 
could do. 

Very truly yours, 
Ross Morris, Secretary. 


RESOLUTION OF THE WASHINGTON STATE RECLAMATION ASSOCIATION 


The Washington State Reclamation Association representing the irrigation 
farmers of the State of Washington has consistently given its support to pro- 
posed basin account legislation. 

There follows here the resolution adopted by the membership of the Washing- 
- State Reclamation Association at each of its annual meetings for the past 

years: 

“Whereas the Washington State Reclamation Association has consistently 
been on record as favoring the basin account method of financing water utiliza- 
tion projects within the Columbia River Basin area: Now, therefore, be it 

“Resolved, That any basin-account legislation include the repayment programs 
of existing irrigation districts which are under contract with the Federal Gov- 
ernment.” 

Lew GarsotTt, Secretary. 


STATE ASSOCIATION OF 
WASHINGTON IRRIGATION Districts, 
Sunnyside, Wash., January 19, 1959. 
WARREN G. MAGNUSON, 
U.S. Senate, 
Washington, D.C. 


Deak SENATOR MaGNuson: As president of the State Association of Washing- 
ton Irrigation Districts, I am writing to you, asking your support on the Pacific 
Northwest accounts legislation. 

The State Association of Washington Irrigation Districts represents 45 dis- 
tricts at the present time, and a total of nearly 1 million acres. At the asso- 
ciation’s annual meeting on October 31, 1958, they went on record as favoring the 
basin-account legislation. 
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The districts which are represented in our association are all part of the 
Columbia River watershed, and have to compete with districts which are already 
receiving such aid. A large number of the districts are older districts and in 
many cases have to pay many years beyond the time that has been established as 
a reasonable time for repayment, which I understand is 50 years. 

The continued increase in population makes the expansion of the irrigation 
projects seem to be very necessary, so why not make all districts eligible to share 
in the power revenue in accordance with the plan that is being proposed, which 
would allow Congress to approve each project which would be involved in the 
use of the pooled revenues. 

The establishment of the account as it is being proposed would not effect 
power rates so therefore, power interests should not object. 

We respectfully solicit your support of the proposed bill providing for the 
establishment of a Pacific Northwest account by the Secretary of the Interior. 

Very truly yours, 
KeitH J. McDANIELS, President. 


RESOLUTION OF THE BOARD OF DIRECTORS OF GARDENA FARMS IRRIGATION 
District No. 13 


Be it resolved by the board of directors of Gardena Farms Irrigation District 
No. 13, That— 

Whereas it is considered equitable to all parties concerned and to be for the 
best interests and the welfare of beneficial irrigation and reclamation within the 
Columbia River Basin area: Now, therefore, 

This board does approve and commend the enactment by the Senate and House 
of Representatives of the United States of America of a bill now proposed and 
sponsored by the Pacific Northwest Irrigation Account League providing— 

(a) Return of power revenues to the U.S. Treasury and after payment of 
all construction and prior operational costs as allocated by Congress make 
available the net power revenues for appropriation in assistance of reclama- 
tion and irrigation within the Columbia River Basin area; 

(bo) Provide for allocation of such net revenues by congressional act only; 

(c) Provide for such use of net revenues and assistance to such irrigation 
and reclamation projects without endangering local control thereof ; 

(d@) Grant such assistance only on condition that no increase in Federal 
power rates are resultant; 

‘ (e) And provide for other incidental benefits as are incorporated in said 
ill. 


CERTIFIED ABSTRACT OF THE MINUTES OF MEETING OF THE BOARD OF DIRECTORS OF 
THE East COLUMBIA BASIN IRRIGATION DIstRICT 


“The directors discussed generally the basin account principle as ‘a continuation 
of the earlier discussion on this subject held in the joint board meeting at Pasco 
several days earlier. It was agreed that the board was not opposed to the basin- 
account idea but that the present fluid state of repayment contract negotiations 
should be resolved and made a matter of definite record before the district made 
any endorsement of the basin-account principle.” 

I hereby certify that the foregoing is a full, true, and correct copy of a portion 
of the transactions of the board of directors of the East Columbia Basin Irriga- 
tion District, had at the board’s regular meeting on September 3, 1958, as found 
in the second paragraph on page 773 of the official minutes of said board. 

In witness whereof, I have hereto set my hand and caused the seal of the 
said district to be affixed hereto this 20th day of January 1959. 


Wm. L. McAN Is, 
Secretary, East Columbia Basin Irrigation District. 
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Kittitas RECLAMATION DISTRICT, 
Ellensburg, Wash., January 11, 1960. 
Senator Henry M. Jackson, 
Washington, D.C. 


Dear SENATOR JACKSON: The board of directors of the Kittitas Reclamation 
District urges favorable consideration of Pacific Northwest account legislation. 
The landowners of our project, which was authorized in 1925, are, at present, 
obligated to repay its entire construction cost. We have paid on this indebtedness 
since 1935—a period of 25 years—and under our contract we will have to pay for 
an additional 77 years. 

This repayment obligation is unrealistic and inequitable. We feel that our 
project should be paid out before it is worn out. 

H.R. 3487 and S. 1388 provide the means for us to accomplish this. Support 
of this important legislation will be appreciated. 

Yours very truly, 
JoE McMANAMY, 
President, Board of Directors. 


SoutTH CoLUMBIA BASIN IRRIGATION DISTRICT, 
Pasco, Wash., February 16, 1959. 


Senator Henry M. JACKSON, 
Senate Office Building, Washington , D.C. 


DeaR SENATOR JACKSON: At a meeting of the joint board of directors of 
the Columbia Basin project held February 12, at Othello, unanimous agreement 
was reached to not oppose congressional enabling legislation for basin-account 
financing. 

Sincerely yours, 
Haroitp J. EMEMILLER, 
Secretary-Manager. 


RESOLUTION No. 59-4 oF THE KENNEWICK IRRIGATION DISTRICT 


Whereas there has been introduced into the Congress of the United States legis- 
lation to provide for the establishment of a Pacific Northwest account ; and 

Whereas the directors of the Kennewick Irrigation District have investigated 
the proposed legislation ; and 

Whereas the directors of the Kennewick Irrigation District are convinced that 
the proposed legislation is advantageous to the Kennewick Irrigation District, 
all reclamation and for the good of all the people of the Northwest: Now, there- 
fore, it is hereby 

Resolwed, That the Kennewick Irrigation District recommends to the Congress 
of the United States that legislation for the establishment of a Pacific Northwest 
account be passed. 


RESOLUTION OF THE KiTriras County FArM BurREAU, INC. 
BASIN ACCOUNT LEGISLATION 


Net power revenues from federally constructed power projects are traditionally 
a paying partner in Federal reclamation development. The legislative and 
executive branches of the Federal Government have, time and again, approved 
the use of net power revenues in the payment of irrigation development costs 
which are beyond the ability of the landowner to repay within a 50-year payout 
period: Therefore be it 

Resolved, That the Washington State Farm Bureau urge the establishment of 
an all-inclusive basin account for the Columbia River Basin drainage area; and 
be it further 

Resolwed, That the provisions contained in bills introduced in the 1st session 
of the 86th Congress (H.R. 3437 and 8S. 1388) providing for the establishment of a 
Pacific Northwest account, embody principles endorsed by the Washington State 
Farm Bureau in that they provide: 

1. All Federal power revenues are to be returned to the U.S. Treasury. 

2. No allocation from such power revenues for irrigation development can be 
made except by authorization from Congress. 
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3. The use of such revenues, after authorization from Congress, does not 
jeopardize local control of the irrigation or reclamation project assisted. 

4. Existing Federal irrigation projects within the Columbia Basin drained 
area with a construction payment period of more than 50 years, shall have the 
Federal construction obligation remaining after 50-years payout period, assumed 
by net power revenues. 


Kirritas County BoarbD oF CoUNTY COMMISSIONERS, 
Ellensburg, Wash., January 21, 1960. 
Hon. WARREN G. MAGNUSON, 
Senate Office Building, Washington, D.C. 


Dear SENATOR Magnuson: As a governing body deeply concerned in the over- 
all welfare of Kittitas County we have become interested in the possibility 
of an extension of relief to the farmers of Kittitas County reclamation disrtict 
by the use of power revenues to pay canal construction indebtedness beyond a 50- 
year payout period. 

This community is largely agricultural. Approximately one-third of the total 
county income stems from that source. As the Kittitas Reclamation District irri- 
gates over one-half of the irrigated land in the valley you can see that the relief 
extended would be far reaching. 

We realize, of course, that the relief would not be immediate, that the farmers 
within the project would still have to pay for another 25 or 30 years on their 
indebtedness. At the same time the effect of a cancellation of a portion of con- 
struction charges on lands, which under present contracts will not be paid out 
until at least the third generation, will be to give this community a tremendous 
uplift of morale. 

We, who have daily contact with problems of raising sufficient revenues for 
county functions in an agricultural community, know the importance of such a 
ray of hope in an otherwise dismal picture. 

It is for this reason that we urge you to support the Pacific Northwest account 
bill, including the repayment problems of the older irrigation districts. 

Yours sincerely, 
Howarp P. SORENSEN, 


Chairman. 
ALBERT §. HEATHCOCK, 
Member. 
JoE McMANAmy, 
Member. 


STATEMENT OF THE ELLENSBURG CHAMBER OF COMMERCE, CARL KIILSGAARD, 
PRESIDENT 

The Ellensburg Chamber of Commerce urges favorable consideration of the 
Pacific Northwest account legislation. 

Agriculture is the basic industry in our area. Our local project has been in 
effect since 1935. We feel that all the older projects in the Northwest should 
come under this account. Agriculture being one of the basic industries through- 
out the Northwest, its leading role greatly effects the overall industrial growth 
of this sector. 


Mr. Lineweaver. Senator Morse called the committee and said that 
he has been unavoidably detained. He presents a statement for in- 
clusion in the record. 

Senator Neupercer. It will appear in the hearing record in full. 

(Senator Morse’s statement follows :) 


STATEMENT OF Hon. WAYNE Morsk, A U.S. SENATOR FROM THE STATE OF OREGON 


Mr. Chairman and members of the subcommittee, I wish to thank the sub- 
committee for this opportunity to present my views on behalf of maximum devel- 
opment of one of the richest resources we hold in trust for Americans of today 
and of future generations—our heritage of fertile lands of the arid and semiarid 
regions of the Pacific Northwest. 
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For years I have taken the position that the enormous hydroelectric power 
developed in the waters of the Columbia River Basin should, in part, be put 
to work in assuring irrigation development of rich lands that lie unproductive 
until touched by the magic of water. This idea was inherent in the magnificent 
Grand Coulee Dam project, which, over the years, has demonstrated that low- 
cost power and enormous irrigation benefits can go hand in hand through proper 
development of a great multipurpose damsite. 

In recent years I have applied the same principle to projects less vast than 
Grand Coulee, but which nevertheless are important to the economy of the Pacific 
Northwest. One of these is the Crooked River reclamation project near Prine- 
ville in central Oregon. I cosponsored the Crooked River authorization bill, 
S. 3101, which became law in August 1956. An important feature of this law 
makes a portion of the cost of the Crooked River project payable from surplus 
revenues of the Dalles Dam project. 

More recently, I introduced the bill, S. 2195 of the 86th Congress, which would 
authorize the construction of the Dalles Federal reclamation project. Under 
this bill, construction costs beyond the ability of the water users to repay, are 
to be obtained from a reclamation fund created through net power revenues 
derived from the sale of power from the Dalles Dam project. 

I joined as a cosponsor of S. 1388, the so-called Pacific Northwest account 
bill, because I believe the time is at hand for working out an orderly and sensible 
plan whereby reasonable amounts taken from net power revenues.of Federal 
multipurpose projects in the Columbia River Basin may be applied toward 
bringing into production in future years the farmlands that will be so urgently 
needed by coming generations. If we do not take appropriate action now, 
we will guarantee the production of sagebrush on these lands instead of essential 
foods and fibers. Our generation, I am sure, has more foresight than to permit 
these lands to lie waste when the means is at hand to put them to work for 
humanity. 

Arid and semiarid lands of this type cannot be developed by farmers on their 
own resources. They need assistance. The giving of such assistance through 
reasonable plans to be worked out by the Federal Government can be classified, 
beyond a doubt, as action taken in the general public interest. I am satisfied 
that the large majority of people of the Pacific Northwest who have studied 
this problem are in agreement that these lands should not be permitted to lie 
waste and should be put into production in the reasonably foreseeable future 
to meet the growing needs of our rapidly expanding population. We agree as 
to the need; the only area of disagreement is that relating to the method where- 
by these lands may be reclaimed in the public interest. 

I was happy to cosponsor S. 1388 because it offers a plan. I shall not attempt 
to give the subcommittee the technical details of the plan because the subcom- 
mittee will have the privilege of hearing from those who have expert knowledge 
of the subject. Present in the hearing room this morning are residents of Oregon 
who are outstanding in their work on behalf of reclamation and in their knowl- 
edge of the program envisaged by S. 1388. I refer to Mr. LaSelle E. Coles, 
president of the National Reclamation Association; Mr. Carlos Randolph, man- 
ager, North Unit Irrigation District, Madras, Oreg.; and Mr. Paul House, man- 
ager, Owyhee Irrigation District, Nyssa, Oreg. These gentlemen have devoted 
mary years in fostering and advancing the interest of reclamation within the 
State of Oregon, and are eminently qualified to discuss the merits of 8. 1388. In 
addition, you will hear from officials of the Bureau of Reclamation who have 
studied this legislative proposal in great detail. I urge the subcommittee’s very 
serious consideration of the testimony to he supplied by these witnesses. 

In general, the bill under consideration would make possible the use of excess 
power revenues to assist farmers in repaying the costs of reclamation develop- 
ment. Designated Federal power projects within the Columbia River Basin 
would be considered as a unit under a Federal accounting system and excess 
power revenues from these projects would be available to assist farmers in 
repaying the costs of irrigation projects which are beyond their ability to repay 
in the normal 50-year period. The program is not an innovation. For example, 
basin accounts were set up prior to the development of the Missouri River Basin 
project and the upper Colorado River Basin project. 

I am aware of the fact that 8S. 1888 is opposed by some in the Pacific North- 
west, but I believe that the opposition is not directed against the general policy 
of assistance to irrigation deyelopment by the use of power revenues: rather 
it seems to me that the opposition relates to the method whereby S. 1388 en- 
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deavors to achieve its objective. For example, Mr. Gus Norwood, executive 
secretary of the Northwest Public Power Association of Vancouver, Wash., 
has indicated that the interest component should be used for irrigation subsidy 
instead of the plan contained in §. 1388. I know that Mr. Norwood will give 
the subcommittee the benefit of his thoroughly considered views on this im- 
portant topic. 

The subject of this hearing is one of great complexity to the average person. 
It seems to me that the subcommittee can do an important job in the interest 
of resource development of the Pacific Northwest by its careful analysis of the 
factual information to be supplied at today’s hearing. After weighing all facets 
of the problem, I am satisfied that the members of this subcommittee will provide 
us with a workable and reasonable plan whereby the Pacific Northwest’s great 
contribution to our Nation through the production of power at multipurpose 
damsites may be applied systematically and reasonably toward bringing into 
production arid lands that would otherwise be of little service to humanity. 

It might be well to note on this occasion that if Hells Canyon had been de- 
veloped as a Federal project, a portion of its benefits would have been available 
for assisting the irrigation projects in the area. The private utility dams which 
have been built to thwart public development of Hells Canyon obviously will not 
provide any assistance to irrigation. This is a lesson which supports of the basin 
account approach should bear in mind in connection with future development 
of resources of the Pacific northwest. 


Senator Neupercer. The next witness is Mr. Billington, represent- 
ing the Washington Public Utility Districts Association. 


STATEMENT OF KEN BILLINGTON, WASHINGTON PUBLIC UTILITY 
DISTRICTS ASSOCIATION 


Mr. Buuineron. Mr. Chairman, I am Ken Billington, executive 
secretary of the Washington Public Utility Districts Association, a 
membership comprised of those utility districts serving electric and 


power consumers in the State of Washington. 

Our interest in this legislation is in behalf of the utility customers 
of the Federal power system. We do question the advisability of this 
type of legislation. We do not think it fair. Lest we be misunder- 
stood, we support very definitely a reclamation program and positive 
irrigation programs throughout the Northwest and elsewhere in the 
Nation as it is required. 

We do so, however, on the basis that land reclamation is in the 
national interest rather than as a regional responsibility or, as this 
legislation would make it, a partial regional responsibility. 

We believe those costs above the proper level of reimbursement 
by the land owner or water user should be treated in the same manner 
as other water development needs of navigation and flood control. 
This legislation would discriminate against certain types of power 
customers. It would require a small or certain number of electric 
customers to pay for land reclamation while it exempts other electric 
customers. 

Of particular note is that while requiring Federal dams in one 
State to pay for reclamation in another State, it does so while dam- 
sites in the other States, suitable for multiple-purpose development, 
are turned over to utility interests to develop and which will give no 
support to reclamation. 

e note that this legislation would even permit reclamation of 
land outside of the Columbia River Basin drainage area under certain 
conditions. The legislation talks in terms of net revenues from the 
Federal system. Last year the Federal power system operated in the 
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red. There were no net revenues. Under present law, each reclama- 
tion project is evaluated on its own merits, usually in conjunction 
with an existing or possible power project. This affords a conse 
tive evaluation of the project. 

We fear that the establishment of the pooled account will lend 
itself to a more lax attitude on project feasibility. It will be easier to 
say, “Power revenues will justify this project so why worry about the 
excessive costs?” 

We would summarize as follows: This legislation places the finan- 
cial responsibility of reclamation, which should be a national respon- 
sibility, on a restricted number of Federal power customers. It uses 
certain waterpower sites for reclamation subsidy primarily in States 
other than where the major Pacific Northwest Federal dams are lo- 
cated and doing so while sites in other States are turned over to non- 
Federal utility developers. 

If it is the intent of Congress that subsidy for reclamation be the 
responsibility of Federal power customers on a pooling arrangement, 
then we suggest that Congress (1) use the interest component for 
such purpose. Power customers pay interest on power portions of 
multiple-purpose projects in the Pacific Northwest. This return to 
the Treasury could be earmarked for reclamation; or (2) limiting the 
use of subsidy from Federal power revenues to those areas from which 
such power revenues are received and limit such subsidy to the pro- 
portionate share which such revenues contribute to the total income. 

Without this last, the people or power customers in the State of 
Washington, where the bulk of Federal power is located or under 
construction, will be paying for reclamation in other States, including 
areas from which no Federal power revenues originate. 

A third possibility is that Congress should definitely establish 
policies that those power sites adaptable to multiple-purpose projects 
in Idaho, Oregon, and Montana be set aside for Federal dam develop- 
ment. We would ask postponement of this legislation. 

Thank you, sir. 

Senator Neusercer. Thank you. 

Have you any questions of Mr. Billington, Senator Moss ? 

Senator Moss. No, I think not. 

Senator Nruspercer. I would like to ask several questions, Mr. 
Billington, if I may. 

You mentioned that it would be possible under this bill for power 
revenues to subsidize irrigation outside the Pacific Northwest. Do 
you refer to that portion of the bill at the bottom of page 7? Is that 
where you have reference to ? 

Mr. Bruuineron. That is what we have read it to mean, sir, yes, 
under certain conditions. We realize there is a limitation placed 
on there regarding it to the extent of contribution from that area. 

Senator Neupercer. I, myself, have some doubts about allowing 
these funds to be used outside the river basin in which the projects 
are located. I had thought that reasonable safeguards had been 
written into that particular: provision. 

If there are not reasonable safeguards with respect to that, speaking 
for myself alone, I will try to see to it that such safeguards are added. 
I would like, however, to ask you several further questions. 
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You mentioned in your testimony that damsites have been sur- 
rendered to private utilities, and obviously it was a reference to the 
upstream States, and that the private utilities would make no contri- 
bution to the basin account; is that correct ? 

Mr. Biturneton. Yes. 

Senator Neupercer. Isn’t it also true that damsites have been sur- 
rendered to PUD’s and they will make no contribution to the basin 
accounts ? 

Mr. Buuurneton. From the standpoint of utility, I did not make a 
distinction between private or non-Federal. 

Senator Neupercer. You had two references. First you said pri- 
vate utilities and later on you said non-Federal. But isn’t it true 
that in the Pacific Northwest damsites that had originally been con- 
templated for Federal development have been surrendered not only to 
private power companies, but also to PUD’s, and that neither the 
private company nor the PUD would make any contribution to the 
basin account provided for in this bill? Isn’t that correct? 

Mr. Biineron. Any non-Federal utility dam would not con- 
tribute to the basin account. 

Senator Neupercer. I think the record should show that the re- 
linquishment of sites for Federal developments took place with re- 
gard not only to general utilities, but also PUD’s. Is that correct? 

Mr. Brixineron. Yes. 

Senator Neupercer. I want to tell you why I entered into the bill 
as a cosponsor. 

You have no objection. I take it, that a project like Grand Coulee 
should exist. In other words, at Grand Coulee there is a contiguous 
irrigation development, is that correct, and a substantial portion of 
the Grand Coulee revenues are used to subsidize irrigation in the © 
Columbia Basin, to make possible pumping, canals, and so forth, and 
to help underwrite the irrigation on the Columbia Basin project, 
which is contiguous to the Grand Coulee Dam? Is that correct? 

Mr. Buuineron. That is right. May I explain something ? 

Senator NEUBERGER. Yes. 

Mr. Brturneton. I don’t know what you are attempting to develop 
on and I do not wish to interrupt, but neither did we object from the 
standpoint of The Dalles project. 

Senator Neusercer. Even though the Crooked River is not contigu- 
ous ¢ 

Mr. Buxrneton. That is right, from the standpoint of the rela- 
tionship of a particular project where an evaluation can be deter- 
mined on the project. 

Senator Neupercer. What I am trying to get at is this: I have 
always thought that a whole, vast watershed contributed to power 
which can be generated at a particular site. In other words, you and 
I know that there are certain great natural damsites, like Grand 
Coulee, Mica Creek, and places like that, where a vast dam can be 
built, and yet the water that passes there and which contributes to that 
power may come from hundreds and hundreds of miles away. Isn’t 
that true? 

Mr. Buuineron. It could be true; yes, sir. 
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Senator Nevusercer. What I wondered was if people who live where 
some of that water originates shouldn’t also participate in reclamation 
benefits rather than merely those who are geographically near the 
damsite, which is quite a capricious and accidental thing. 

The reason I entered in as a cosponsor of this bill is just that rea- 
son. In other words, I have felt that not only those at a place like 
the Columbia Basin project, which happens to be near a great dam- 
site like Grand Coulee, should benefit from the power subsidy, which 
is what Grand Coulee provides, but also that there may be people who 
have potential levigable land at a place 200 or 300 or even 400 miles 
from the damsite but where water rises and ultimately contributes to 
the hydroelectricity that is possible at the damsite. 

I wondered if it were fair only to limit irrigation benefits to the 
area geographically near a dam, rather than spreading them through- 
out the whole watershed, because the whole watershed does contribute 
to the power which is just possible at one relatively small damsite. 

By “small” I mean a small geographic area. I wondered what you 
thought about that. I know that people in the PUD’s such as your- 
self, a leader in it, and your associates, have no objection at all toa 
project like Grand Coulee, which has contributed so greatly not only 
to irrigation but to power development in the Northwest. 

I wondered why you supported irrigation near a dam from the 
standpoint of a Federal power subsidy, but had misgivings about a 
Federal power subsidy for irrigation at a considerable distance 
geographically from the dam. 

Mr. Biiurneron. The answer is simply this: that perhaps our dif- 
ferences are on what is the basic policy relative to reclamation. In 
other words, we do not object to reclamation or irrigation programs. 
We do not object to Federal support to those projects. But the ques- 
tion arises here on a policy basis as to whether or not the reclama- 
tion responsibility of a particular region is going to become the finan- 
cial responsibility of a particular few while others who are involved, 
with benefits coming from the flow of water to their project and so 
forth, are not involved in the support of this. 

We feel that reclamation is a basic national fundamental, that 
even though there are surpluses in certain fields today, certainly a 
forecast would indicate the need of the food supply in the future. 

Senator Neusercer. But if irrigation is a national responsibility, 
why should funds from Grand wales be used for the Columbia 
Basin project ? 

Mr. Brutrneton. Why should funds be used ? 

Senator Neupercer. In other words, this is the distinction I make. 
If irrigation is a national responsibility, why should funds from 
Grand Coulee be used for the Columbia Basin project, which is irri- 
* gated land near Grand Coulee? 

Mr. Buuineron. Again, primarily because the projects have been 
built as a unit, where you have had a site and you had had land. 

Senator Neusercer. The reason I ask this whole thing is I think the 
difference that arises in this legislation, and I felt it important that 
the hearing record should show it, is-essentially this: It has become an 
accepted pattern that where irrigation is possible near a damsite, that 
the dam should make a power contribution to the support and payout 
of that irrigation. There is no controversy over that. 
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Isn’t that correct ? 

Mr. Bixuineron. That is right. 

Senator Nreusercer. But now we are involved in whether or not 
power revenues should be used in the same watershed for irrigation 
tracts which are a substantial distance away from the dams. Isn’t that 
just about the difference ? 

Mr. Buineron. That is right. However, even in that instance, 
you have occasion whereby, again, placing it against the single project, 
you can have an evaluation based on a particular project. It is the 
pooling that I think is of greatest concern. 

Senator Neusercer. I just wanted to sort of put this into the hear- 
ing record and discuss it with you briefly, because I feel that this will 
be at the core and root of any discussion which takes place in the 
Interior Committee when this legislation is considered. 

Is there anything else you would like to add or any material from 
your organizations that you would like to have included in the hearing 
record ? 

Mr. Bruurneton. No. I would state this, because of a previous 
witness from the standpoint of viewpoint: I think there are others, 
at least in our State, who do share the viewpoint which I have ex- 
pressed here. I am aware of that. But I would let them speak for 
themselves and insert it into the record, as I understand the record is 
being held open for 10 days. 

Senator Neupercer. Mr. Lineweaver has just informed me for per- 
haps 2 weeks, to accommodate everybody. 

Mr. Biutu1neron. I would also like to clarify statements on the basis 
that contacts have been made to other utilities, namely, private utili- 


ties, and they see no objection to this. One might say why should a 
public power be in this position, public power as expressed by the 
public utility districts? 

Certainly, the question which I raise here is simply that power 
customers from one type system are going to be the financial or have 
the financial responsibility for reclamation, while power customers of 
the private gree companies will not. So, naturally, there will be no 


interest, you mig 
legislation. 

Senator Nevpercer. Although it is true, is it not, that a considerable 
portion of the Columbia River power supply is sold in a good many 
instances to private utility onearae which, in turn, may resell to 
their customers. Isn’t that true ! 

Mr. Bruurneron. That is right, at the present time. 

Senator Neusercer. Mr. Lineweaver would like to ask a question. 

Mr. Lineweaver. Going back in the historical situation of public 
power development in the Pacific Northwest—and I don’t know 
whether your memory goes back as far as mine does—the push for the 
authorization of Grand Coulee Dam power authorization in the 1930's 
was stimulated to a great extent by the irrigation potential of the 
Columbia Basin project. 

That is true, also, is it not, of other power developments, public 
power developments in the Pacific Northwest, of the irrigation poten- 
tial having had considerable influence in expediting the development 
of public power ? 


t say, from their standpoint, relative to this type of 


50992—60—pt. 1——_8 





108 PACIFIC NORTHWEST ACCOUNT 


Mr. Bruuineron. Mr. Lineweaver, there is no question but what it 
was the push for the irrigationists, the so-called pumpers versus the 
other type or gravity flow there at Grand Coulee that prompted the 
construction of Grand Coulee Dam. 

We of public power recognize that the basic programing, you might 
say, of public power and the irrigationists, or reclamation programs, 
go hand in hand. I would be less than frank, though, sir, to state 
that it is sometimes of concern, and, frankly, we fail to understand 
many times, to see that the same men who appear to testify in favor 
of this type of legislation are conspicuous in their absence when it 
comes to the fights which we have tried to carry forth as to whether 
we are going to have multiple-purpose projects in particular sites or 
whether we are to turn them over to utility interests for development 
on a single-purpose basis. 

Mr. Lineweaver. It is important for the record to bring out the 
point I just have. That was the only question I have. 

Senator Neunercer. Thank-you very much. The hearing record 
will be open for about 10 days to 2 weeks to receive any further 
material. 

Mr. Bruineton. Thank you. 

Senator Neusercer. Our next witness after Mr. Billington is Mr. 
Floyd Dominy, Commissioner of Reclamation. 

Senator Moss (presiding). You may proceed. 


STATEMENT OF FLOYD E. DOMINY, COMMISSIONER, BUREAU OF 
RECLAMATION 


Mr. Dominy. Thank you, Senator Moss. 

Members of the Senate Interior and Insular Affairs Committee, it 
is areal pleasure for me to appear here as Commissioner of the Bureau 
of Reclamation and representing the Department of the Interior in 
support of this very fundamental, far-reaching, and all-important 
legislation. 

The purpose of this bill is to provide authority for crediting on an 
areawide basis in the Pacific Northwest uncommitted future power 
revenues from Federal powerplants toward the return of those irri- 
gation costs in excess of water users’ payment capacity. 

The bill will simply establish accounting procedures under which 
the irrigation program can be carried out, and thus extend to the 
Pacific Northwest area a principle long established in reclamation law. 

The basic reclamation law beginning in 1902 required that the cost 
of irrigation facilities be repaid in full, but without interest. Even 
though such projects benefited directly many other people in the com- 
munity, the water users were responsible for the repayment of the 
total cost. Under this general requirement, the projects which were 
relatively simple and easy to build were constructed, leaving the more 
complicated and expensive ones undeveloped. 

Although many of these more complicated and expensive irrigation 
projects are desirable and worthwhile, the water users are unable to 
return the irrigation costs in full and it is thus impossible to establish 
their feasibility under reclamation law without repayment assistance 
from sources other than the project lands. 
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In recognition of this situation, the Congress has from time to time 
enacted legislation providing for the use of power revenues to assist 
in the return of costs of a project. Under this piecemeal approach, 
the development of a project depended almost entirely upon the acci- 
dent of location and the attendant physical possibility of developing 
power in connection with irrigation on each specific project. 

Congress has met this problem in three major basins of the West 
by providing for the use of power revenues to aid irrigation on a basin- 
wide basis. These basins include the Missouri, the Upper Colorado, 
and the Central Valley of California. 

Up until now only an individual project-by-project approach has 
been legislated in the Pacific Northwest. Under this individual ap- 
proach, financial assistance in the amount of $520 million has been 
authorized as an aid to irrigation in that area. 

Most of this, or $474 million, has been in connection with the Co- 
lumbia Basin project. Most of the irrigation projects which have a 
physically associated power potential have now been built. There- 
fore, without a basinwide power revenue account as an available source 
of financial assistance for most of the remaining irrigation projects 
in the Northwest, further development would be seriously retarded. 

In essence, this bill provides a basis for planning and recommend- 
ing projects with a basinwide power revenue account being available 
for repayment of justified project costs determined to be above the 
water users’ ability to pay. 

It does not alter the standard authorization process now in effect. 
A project could participate in the account only by the specific au- 
thorization of the Congress. In order for a project to qualify for 
participation in the account, it would be necessary to establish that 
(1) the benefits associated with the development exceed the costs and 
(2) the water users could pay the annual operating and maintenance 
costs and return an appropriate share of the construction costs. 

In all cases the water users would be expected to pay according to 
their ability for a 50-year period. The balance of the irrigation costs 
would be charged to the account, if authorized by the Congress on a 
‘specific project-by-project or unit-by-unit basis. The establishment 
of the account would not change the present basis for marketing power 
or setting power rates. 

In the interest of equity, the bill also proposes that existing projects 
which have repayment contracts extending for a period in excess of 
50 years be subject to renegotiation to limit the total obligation to 
that which can be returned in a 50-year period. 

The authorization of the account would provide a basis for the con- 
‘tinued orderly development of the remaining worthwhile irrigation 
projects in the Pacific Northwest, an area exceptionally endowed by 
nature with abundant water and land resources. 

We recommend its enactment. 

I believe the Department’s report on this bill, which was presented 
‘here this morning, has been placed into the record. 

Senator Moss. That is correct. 

Mr. Domriny. I would like to call attention to the closing paragraph 
-of that report, which reads that— 


Since we are informed that there is a particular urgency for the submission 
.of the views of the Department, this report has not been cleared through the 
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Bureau of the Budget and, therefore, no commitment can be made concerning 
the relationship of the views expressed herein to the program of the President. 

In conversations with the Bureau of the Budget, I understand that 
they expect to comment on the bill and will probably transmit to the 
committee comments from other agencies of Government on the bill 
as well. But the Department’s report is an unequivocal endorsement 
and recommendation that this bill be considered favorably, with one 
amendment. 

The Department recommends one substantive amendment for the 
consideration of the committee; namely, that the words “where and 
as provided by law” appearing in line 14, page 2, of the bill be de- 
leted, and that in lieu thereof there be inserted the words “in accord- 
ance with law.” 

The adoption of this amendment will assure that the computation of 
interest on the Federal power investment for purposes of the account 
will conform with the long-time practice of computing interest in the 
return of power costs in both the Columbia River power system and 
in the upper Snake River power system. ‘ 

I have only one or two additional comments that I think it appropri- 
ate to make. 

We are recommending here adoption of a bill which contains the 
proposal that the basin account revenue in the Pacific Northwest be 
available not only for new project construction but to apply on present 
indebtedness of existing project contract organizations where those 
contracts run in excess of 50 years. This is a departure from the 
Department’s recommendations on that point in connection with the 
Missouri River Basin power pooling account. 

The reason we have been historically opposed to an adoption of 
making the account available to existing projects in the Missouri River 
is one strictly of availability in the amount of the power revenues ac- 
cruing to that account over the repayment period of the Missouri 
River Basin project and the units that were authorized for construc- 
tion in that authorization in the 1944 Flood Control Act. 

In simple terms, there is more potential power revenue availability 
in the Pacific Northwest and, therefore, it can be spread more widely 
than is true in the Missouri River Basin. So this is not an inconsist- 
ency as far the Department is concerned: it is merely a recognition of a 
different situation. 

The other point I would like to make is that we all recognize, of 
course, that wherever a basin account is available, it puts a con- 
siderable responsibility on the Commissioner of Reclamation, the 
Secretary of the Interior, and the Congress in determining what part 
of the costs of the project should actually be borne by the water user 
before we determine the remainder that is to be picked up by power 
revenues. 

The very availability of the power revenues, of course, offers the 
opportunity then for the irrigation districts to try and get as much 
of the burden loaded on that side of the ledger as is possible. We must 
continually recognize in our negotiations that the ability to pay 
principle must be held inviolate. __- 

Mr. Linewraver. In other words, there would be no relaxation of 
your feasibility repayment ability requirement ? 
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Mr. Dominy. Not at all. The project review in terms of determin- 
ing its justification as a Federal construction will be under the same 
standards and the analysis of the water users’ ability to pay would be 
under the same standards. 

It would merely mean that, after 50 years, what he could not pick 
up would be borne by the power revenues. 

Senator Moss. It is your opinion, then, that without a basin ac- 
count of this sort, we are fast approaching the limits of feasibility on 
projects and that this would enable the ultimate and full development 
of the basin ? 

Mr. Dominy. That is exactly right, Senator Moss. 

In all of our investigations under current costs and physical condi- 
tions, recognizing that the simpler projects and the cheaper ones 
were built first, we are not finding projects today that can be paid 
out in full by the production of the farmlands from the irrigation 
allocation. 

In every case we run into that problem. Either you have to have a 
period of repayment longer than the statutory period of 40 years 
plus the 10-year development period or you need the assistance of 
revenue from other sources of a multiple-purpose project. 

Mr. Lineweaver. Or to write off the costs beyond their ability to 
repay, which the Congress over the years has frowned on. 

Senator Moss. Thank you very much, Commissioner Dominy, for 
your testimony. 

Mr. Dominy. We have other members of the Bureau staff here that 
can go into the details of this bill as deeply as the committee desires. 

Senator Moss. We would like to hear from them. 

Our next witness is Mr. Bennett, Assistant Commissioner of Recla- 
mation. Mr. N. B. Bennett. 


STATEMENT OF N. B. BENNETT, JR., ASSISTANT COMMISSIONER, 
BUREAU OF RECLAMATION 


Mr. Bennerr. Mr. Chairman, I will be as brief as I can in the in- 
terest of saving time, but I do feel there are several aspects of this 
bill on which we need to comment. 

The bill will authorize the establishment of an account for the Pa- 
cific Northwest to which will be credited all power revenues from 
Federal projects in the area covered by the account, and to which will 
be charged all related power costs and certain irrigation costs. 

The return of capital costs allocated to power with interest on the 
unamortized balance thereof and irrigation capital costs assigned to 
be returned from net power revenues are given first call on net power 
revenues. 

Based upon this priority, the Secretary prepares schedules showing 
how the capital allocations are to be returned. After the payout re- 
quirements of each power facility have been met, that part of the 
annual gross revenue previously used to return principal and interest 
will become available for assistance to irrigation. The account will 
show, year by year, the prospective accumulation of unassigned 
revenues. 

It has been noted by several previous witnesses that precedent for 
the establishment of such an account exists in three other basins. To 
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assist in understanding this particular proposal, it should be recog- 
nized that although consistent in basic concept, it is different in its 
application from those in the other three basins in one important 
aspect. 

The other accounts provide for the payout of the total project, 
including all units or divisions, on a consolidated payout basis. This 
is sometimes described as a pooling of power costs. Under such pro- 
cedure, the total power allocation is amortized as one consolidated 
cost. As additional units or divisions involving power are authorized, 
their power costs are simply added to the base project for payout 
purposes. 

The technique under the Pacific Northwest account legislation would 
be somewhat different. Under this legislation, each project in the 
account will maintain its own identity and will be paid out under 
terms of established policy or law applicable to that project. Under 
this arrangement, financial assistance to needy irrigation projects from 
one power project might become available years ahead of the amorti- 
zation of the power investment on other power projects. 

The principle is illustrated by the chart on the wall on the left side. 

You will notice that the green coloring starts to show up in approxi- 
mately the year 1972. That is the time at which the first power unit 
is paid out. Therefore, those revenue are available at that time. 

The amount of the assistance gradually increases as other power 
units are paid out. The difference here between those in the other 
basins is you would not have showing up in the other basins the unas- 
signed revenue until after all power costs had been returned. There 
is that difference. In the long run you end up at the same place. 

I think it is important to point out that the enactment of this legis- 
lation will not alter established marketing arrangements. The Bonne- 
ville Power Administration will continue to market power in the 
Columbia River Federal power system area and the Bureau of Recla- 
mation in the Upper Snake River area above Weiser. 

The amount of assistance which might go to the older projects 
that have been commented upon, particularly by the Commissioner, 
we have computed to be $34,620,000. 

The analysis which we have prepared as to what might be available 
in the account has been based upon the projects itemized in the bill 
with one exception. Our analysis was made prior to the initiation 
of construction of the John Day project, and it does not include the 
transmission line costs, which would not affect the working of the 
account in any event. 

This analysis indicated that unassigned power revenues would 
begin to accrue in 1984 and that the payout of power costs and author- 
ized financial assistance to irrigation as scheduled would be completed 
for all projects included in the list by 2022. By that time unassigned 
power revenues in the amount of about $589 million would have ac- 
crued to the account. 
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Prepared from official cost and payout estimates at the request of 
a National Reclamation Association Special Committee 


IRRIGATION ASSISTANCE FROM FEDERAL POWER 


(PROJECTS EXISITING AND UNDER CONSTRUCTION IN THE PACIFIC NORTHWEST) 
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Thereafter, such unassigned revenues, which would amount to 
slightly in excess of $50 million, would accrue to the account annually. 
By the year 2030 the unassigned revenues would amount to slightly 
over $1 billion. 

New projects added to the system may, of course, extend the power 
payout periods for individual projects beyond the year 2023, .but 
after their costs are amortized they will also contribute to the unas- 
signed power revenues of the account. Revenues now being used for 
amortization of the transmission system cost would also be available 
for irrigation assistance following return of those costs. 

Under the operation of the account, irrigation projects could be 
proposed for participation whenever it could be shown that the re- 
payments plus unassigned revenues of the account could assure re- 
turn of the total irrigation costs in a 50-year period, following an 
appropriate development period up to a maximum of 10 years pro- 
vided by law. 

We have attempted to appraise the probable charges in connection 
with the provision of assistance to irrigation that might be made 
against the account. As these are long-range projections, it is ex- 
tremely difficult to make an accurate estimate of the amount of finan- 
cial assistance that may be required from it. 

After considering the magnitude of this program, the possibility 
that some projects may not be justified, and that others may not have 
the necessary local support, we estimate that in the foreseeable future 
charges against the account for financial assistance might range in 
the magnitude of $500 million. 

More than this amount of unassigned revenues is in prospect by 
the year 2020 from projects now existing or under construction. The 
prospective charges against the account for financial assistance to 
irrigation within the foreseeable future would be approximately 
equal to the financial assistance that has already been authorized in 
connection with individual projects. 

That is all of my direct testimony, Mr. Chairman. I will be happy 
to answer any questions that might have come up. 

Senator Moss. This would not contemplate any change or variance 
in the power charges to be made. It would simply be setting up an 
account and pooling the revenues and holding them for additional 
purposes; is that correct ? 

Mr. Bennett. That is correct. The analyses made are based on 
maintaining the existing power rates in the Columbia River system 
and in the southern Idaho system. 

The bill, in its own terms, prohibits the operation of the account 
for the aid of irrigation to affect power rates. 

I think we should point out, Mr. Chairman, too, that there may be 
other things coming in, such as new future power projects, that may 
operate to affect the present rates. But the application of revenues 
to irrigation assistance will not affect those rates. 

Senator Moss. I am glad to have that point clarified. 

Thank you very much. 

The next witness will be Mr. Dubrow, manager of the Washington 
Office of the Bonneville Power Administration. 
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STATEMENT OF MORGAN D. DUBROW, MANAGER, WASHINGTON 
OFFICE, BONNEVILLE POWER ADMINISTRATION 


Mr. Dusrow. Mr. Chairman, it is a pleasure for me to be here in 
support of this bill. 

The Bonneville Power Administration favors the principle of a 
basin account as the soundest way to carry out the policy of assistance 
to irrigation from power revenues. The basin account plan would 
permit orderly development of the region’s irrigable lands. 

Otherwise such development will proceed on a piecemeal basis, de- 
pending upon the geographical accident of the location of irrigable 
lands at the site of a hydroelectric project or special project-by-project 
legislation to tie financial assistance for such projects to physically 
unrelated powerplants in the Federal system. 

The operation of the proposed basin account is designed so that 
the providing of irrigation assistance does not require power rates 
higher than those which otherwise would be required. 

The financial assistance to irrigation from power revenues would 
be supplied after the power investment is repaid. For example, the 
power payout period for the Bonneville Dam project ends with fiscal 
year 1994. Thereafter, to the extent not needed for replacement pur- 
poses, that portion of the power revenues that had been allocated an- 
nually to the Bonneville Dam project to cover interest and amortiza- 
tion of the power investment could be made available under the basin 
account operation for assistance to irrigation payout. 

As other dams complete their power payout, the same procedure 
could make available additional power revenues for irrigation 
assistance. 

I would just like to say, Mr. Chairman, that the Bonneville Power 
Administration studied this bill and worked on it very diligently, 
and we completely support it. We support the Department’s position 
on It. 

We think we are absolutely certain that it will not have any impact 
on the rates to our customers. 

Senator Moss. You are emphasizing the point that the power rates 
as contemplated would remain the same, there would not be any 
variation in them, but this would simply allow an overall basin de- 
velopment to go forward rather than piecemeal from place to place? 

Mr. Dusrow. That is correct. 

Senator Moss. Has the development thus far in the Columbia Basin 
been on this sort of piecemeal basis we are talking about? 

Mr. Dvuprow. Well, it has been on the basis of specific legislation 
associated with particular projects. Grand Coulee is the most notable 
example, of course. 

Senator Moss. And as each project sort of rises to the position where 
it might individually be approved, Congress has done that rather 
than taking an overall look at the whole basin ? 

Mr. Dusrow. That is correct. 

Senator Moss. Mr. Lineweaver. 

Mr. Lineweaver. If the Department, Bonneville, or the Bureau of 
Reclamation has any additional factual information in support of the 
statements that have been made by the Commissioner of Reclamation, 
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Mr. Bennett and Mr. Dubrow, I think it would be informative for the 
record to have that. 

This is going to create considerable interest in the Pacific Northwest 
‘as well as elsewhere. If the Department could show the interrelation- 
ship between reclamation and irrigation developments and the power 
development in the Pacific Northwest, and the Columbia Basin, I think 
it would be valuable for the record, Mr. Chairman, to have that and 
clarify some of the questions that have been raised by other people. 

I would ask, Mr. Chairman, that we be provided with black and 
white copies of the graphs from the Bureau. 

Mr. Bennett. We have them, Mr. Chairman, and would be glad to 
furnish them for you. 

Senator Moss. If you have additional materials such as we are 
‘speaking about, Mr. Dubrow, we will appreciate having them for the 
record. The record will remain open for a period of 2 weeks, at which 
time additional materials may be supplied. 

Of course, that applies to others who are here, who were not called 
to testify this morning. 

Thank you, Mr. Dubrow. 

Is there anyone else that came here this morning expecting to testify 
that we have not called? 

This completes the list that has been furnished tome. But if anyone 
is here and would like to make a statement before we recess the hearing, 
I will be glad to hear them now. 

Mr. Nelson is here, the regional director of region 1. We are glad to 
recognize his presence. If he has anything he would like to say for 
the record, we will be glad to hear him. 

Mr. Netson. I believe the subject has adequately been covered, but 
I will be available for any supplementary material you might desire. 

Thank you. 

Senator Moss. Thank you, Mr. Nelson. 

Mr, Lineweaver. Mr. Coles, have you anything further? 

Mr. Cores. I don’t believe I have anything further, Mr. Chairman. 

Senator Moss. We appreciate the appearance of these witnesses this 
morning, especially those who have traveled so far to come and present 
this information for the subcommittee. 

This matter is of great importance in the Northwest, and it is of 
importance because of the new area that we are now exploring and 
in which the Congress will be asked to act probably at this session. 

We appreciate very much your appearance. I am sure we have had a 
very informative hearing this morning. 

I will now declare the hearing adjourned. 

(Whereupon, at 11:43 a.m., the hearing adjourned, to reconvene 
‘at the call of the chairman. ) 


(The following statement was subsequently submitted :) 


STATEMENT OF A. LARS NELSON, MASTER, WASHINGTON STATE GRANGE 


My name is A. Lars Nelson, I am master of the Washington State Grange, 
‘3104 Western Avenue, Seattle 1, Wash. We have 52,500 members in 481 units 
blanketing the State of Washington. 
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We submit this testimony in behalf of our members and all other electrical 
consumers and water users, and in behalf of the unhindered development of the 
Columbia Basin within the objectives for which the account was originally con- 
ceived and put into effect. 

We have people in our organization who are interested in both sides of this 
question. Some are in reclamation districts which were authorized and created 
and settled prior to the basin development. We are fully cognizant of their needs 
and determined that they shall be met, but do not feel that the proposed legisla- 
tion is the best answer for all affected interests. 

If S. 13888 becomes law, Federal power customers would pay for the Federal 
power system in the region, but would never reap the benefit of paying off the 
mortgage. The benefit would be transferred to the reclamation interests. This 
is a profound change in the public power concept. 

To solve these individual situations, we favor specific measures which we be- 
lieve our congressional representatives will introduce. These will prevent the 
opening of this basin account to wide areas of participation not originally in- 
tended and which could dissipate and use up the account without attainment of 
original objectives. 

We are opposed to opening up a grab bag to areas who have constantly opposed, 
through their representatives, any and all comprehensive resource development 
measures in the Congress. ; 

We must recognize, too, that the contributors to the account as well as the 
amortization plan for reimbursing principal with interest to the Federal Gov- 
ernment for generating facility outlay are principally Washington State power 
users. Usually reclamation projects are conceived and evaluated on the basis 
of their own merits in conjunction with an existing or potential power revenue 
producing project. We are apprehensive that being able to draw from a central 
fund pool may lessen the critical and conservative evaluation for potential 
projects of limited feasibility. Costs may be not as seriously weighed if revenues 
from power in other areas are readily available to meet undue costs. 

We have always strongly supported reclamation as a part of multiple use 
development of our flowing water resources, but we are opposed to changing the 
status of power administrations to that of fund raisers for the Bureau of Recla- 
mation. It is our opinion that this is more of a nationwide responsibility than 
that of a State or region. This is also historically true. The basin account 
legislation would shift national responsibility to a partial regional responsibility. 

In passing, we decry using Federal dams in one State to aid in paying for 
dams in other States who have persisted in opposing such dam development, 
and have abdicated their own damsite development of a multiple nature to 
monopoly utility groups, who do not, and are not required to provide support for 
reclamation. 

We should also note that the legislation refers to net revenues from Federal 
system when there were no net revenues this past year. Under S. 1388, there 
apparently would be no repayments on power projects ahead of schedule with 
revenue surpluses. At present, even with the accrued deficit for the current 
operating year, Bonneville repayments are around $68 million ahead of schedule. 

Had the proposed basin account program been in effect since the beginning 
of the Federal power system, there might never have been any advance pay- 
ments and Federal power in this region would now be approximately $11 million 
in the red for its 22 years of operation, due to the deficit operation of the past 
2% years. 

The delegates to the 1959 Washington State Grange session supported the 
report of the public utilities committee, urging great caution in considering the 
proposed basin account, with particular reference to the disproportionate use 
of revenues from Federal power projects for reclamation purposes. 

We must, therefore, record our opposition to S. 1388 in its present form. 

We appreciate the opportunity of presenting this testimony to the Sub- 
Committee on Interior and Insular Affairs. 


SUPPLEMENTAL STATEMENT OF THE MONTANA STATE WATER CONSERVATION BOARD 


Mr. Chairman and members of the committee, the State water conservation 
board is an agency of the State of Montana. It was created in 1934 by a special 
session of the legislature. Since that time it has been primarily engaged in a 
program of constructing small irrigation projects. 
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During the 25 years of continuous operation it has constructed reservoirs with 
a storage capacity of 425,000 acre-feet, and has built canals for direct stream 
diversion of 220,000 acre-feet annually. These new reservoirs and diversion 
canals will serve 400,000 acres of land. 

The Montana Water Conservation Board appreciates the opportunity to appear 
before your committee in support of S. 1388 for the establishment of a Pacific 
Northwest account. 

Our board, in addition to carrying on its own State program, has consistently 
and closely cooperated with the Federal Bureau of Reclamation to advance its 
program in the State of Montana. 

The Federal reclamation program is now going forward in Montana and in the 
other States of the Missouri Basin under the basin-account provisions of the 
Fiood Control Act of 1944, whereby that portion of the construction cost of 
irrigation facilities that is beyond the ability of water users to repay is being 
repaid from net power revenues credited to the Missouri Basin account. 

The Missouri Basin account has been in successful operation for 15 years. 

The Congress made similar provisions for the Upper Colorado River Basin 
in 1956. In the Colorado River Basin great progress is now being made for 
future irrigation and industrial development because of a basin account. 

Through the operation of these basin accounts in the Missouri and Colorado 
Basins, comprehensive development of our water resources for both power and 
irrigation can be accomplished to meet our two major economic needs for greater 
agricultural stability and for industrial growth. 

Through the establishment of the Pacific Northwest account as provided for in 
S. 1888, we now seek similar provisions for the Columbia Basin. 

We have never heard of any dissatisfaction with the operation of the already 
established basin accounts from any of the several States in the Missouri and 
Colorado Basins, nor from the Federal agencies involved. 

We understand, however, that testimony by the Northwest Public Power Asso- 
ciation states a number of reasons for their opposition to 8. 1388. The Montana 
Water Conservation Board believes that many of those reasons are in error, 
while others are based on misinterpretation of the nature ‘and intent of S. 1388. 
The extent of participation in the benefits from the Pacific Northwest account 
by the outlying States of Montana, Wyoming, Nevada, and Utah is grossly 
exaggerated, to say the least. 

We desire to call attention to the following statements from the testimony 
of the Northwest Public Power Association that we believe to be incorrect: 

1. That S. 1388 implies “the premise, that irrigation is an inferior, second- 
ary aspect of water resources development” ; 

2. That S. 1388 is “premised on irrigation being a second rate or sub- 
servient purpose of water resources development” ; 

3. That S. 1388 assumes “Federal hydroelectric projects are or should be 
subservient ‘paying partners’ of irrigation.” 

In connection with the above three statements, our board wishes to say that 
we have been familiar with the original writing and rewriting of this legislation, 
and with the thinking and purposes of its sponsors. At no time did these sponsors 
proceed from any premises or conceptions as to primary or secondary aspects 
of either power generation or irrigation, or with any purpose to assign any such 
rating. 

We w@tmply proceeded from the practical realization— 

that in our semiarid sections of the country it is necessary that we employ 
all practical means and methods to stabilize and strengthen our economy ; 

that more irrigation is our best means to bring greater stability to our 
agriculture; and J 

that industrial growth is of equal importance; and therefore, 

that what is needed is a practical method to accomplish comprehensive 
irrigation and power development, to give us both greater agricultural sta- 
bility and industrial development, and to repay the Federal Government for 
the construction cost of both irrigation and power facilities. 

The basin-account principle offers this practical method to accomplish these 
two essential purposes. It has proven its successful practicality in other basins 
over a period of years. 

When one needs food and drink, he had better use practical means to get 
them, and promptly, rather than waste good time in an argument of which of 
these has primary or secondary importance. 
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By the same token we had better proceed with the comprehensive program of 
irrigation and power development, rather than worry too much over the ques- 
tion which of these two is inferior or subservient to the other. 

Other statements in the testimony of the Northwest Public Power Association 
to which we take exception, are Nos. 4 to 7, and together with our comments are 
as follows: 

4. The policy of he Northwest Public Power Association “calls for that por- 
tion of irrigation investment which is beyond the ability of water users to repay 
to be treated as nonreimbursable just the same as for flood control and naviga- 
tion.” 

It is not to be expected that the Congress will adopt such a policy in this ses- 
sion or for some years to come. The effort to substitute nonreimbursable irriga- 
tion financing for the basin-account full repayment method, in effect simply means 
that we would eliminate the practical means to proceed with the currently 
proposed program of the Bureau of Reclamation through basin-account financ- 
ing, and substitute a currently unproductive argument over nonreimbursable 
financing. 

5. S. 1388 “violates the unity of the Columbia Basin as a watershed.” 

6. “The bill is unfair in requiring power users in the BPA service area to sub- 
sidize irrigation in a seven-State area which is four times as large as the BPA 
service area.” ; 

S. 1388 provides that contributions to the Pacific Northwest account are de- 
rived from Federal power operations within the Columbia River drainage basin 
and the drainage basins of other streams entering the Pacific Ocean in the States 
of Washington and Oregon. The Columbia River Basin proper includes the 
major portion of the States of Washington and Oregon, practically all of Idaho, 
about one-fifth of the State of Montana, lesser portions of the States of Wyoming 
and Nevada, and a small part of the State of Utah. 

So there are seven States making contributions in greater or lesser amounts 
to the Pacific Northwest account. Montana, on the basis of onsite produc- 
tion of energy at the Hungry Horse project, and on the basis of water supplied 
to downstream plants, will be a substantial contributor to the Pacific Northwest 
account. It is of course only fair, just, and reasonable, that Montana—and also 
Wyoming, Nevada, and Utah—should benefit in just proportion to their con- 
tributions. 

The bill provides that Montana—and the other outlying States—may use these 
benefits for irrigation projects that are located within these States but outside 
the Pacific Northwest. If it were not for this provision, Montana, while a sub- 
stantial contributor te the Pacific Northwest account, would in fact be denied 
participation in its benefits because there is very little opportunity for irriga- 
tion development in the Columbia portion of the State. Montana’s opportuni- 
ties for irrigation development are located almost entirely in eastern Montana, 
outside of the Columbia Basin. 

Under the provisions of the bill, the total benefits to the State of Montana will 
be based on our contributions to the account, and the benefits for Montana 
projects located outside the Columbia Basin have a further limitation in that 
such benefits are prohibited as long as irrigation assistance is available from 
the Missouri Basin account. 

In other words, the total benefits to the State of Montana—including those 
in eastern Montana, if any—are limited to an amount justly based on the amount 
of our contributions to the account. 

The same situation prevails from the States of Wyoming, Nevada, and Utah, 
although in lesser quantities of contribution and of proportionate benefits. 

The Northwest Public Power Association objects to “subsidize irrigation in a 
seven-State area which is four times as large as the BPA service area.” The 
implication of this phrase is that irrigation assistance to the outlying States is 
grossly out of proportion. The fact however is that this irrigation assistance 
to the outlying States is not based on area at all but is limited to the amount 
of their proportionate contributions. The irrigation assistance to these outly- 
ing States does in no way hinder, interfere with, damage, or lower the irrigation 
assistance to which the States of Washington, Oregon, and Idaho are entitled 
on the basis of their total contribution. — 

Participation in irrigation assistanee for new projects that are located out- 
side of the river basin but within States that are contributing to the basin 
account—as provided for in S. 1888—does not establish a new precedent. The 
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justice and fairness of this arrangement for partly outlying States was recog- 
nized by the Congress in the enactment of Public Law 485, 84th Congress, for 
the authorization of the Colorado River storage project, which allows for irri- 
gation assistance to participating projects located within the contributing States 
but may be located outside the Colorado River Basin. 

The Northwest Public Power Association objects to having the power users 
in the BPA service area pay for subsidizing irrigation. Who are these power 
users? What is this separate group of power users, to carry the burden of irri- 
gation development? One might ask a hundred people in the Pacific Northwest 
to what economic group they belong, and not one of them would answer, “I am 
a power users.” They would claim to be farmers, laborers, businessmen, manu- 
facturers, wholesalers, teachers, industrialists, and so forth. Of course, they are 
all power users, and power users include all the people. And all the people 
share in the benefits from irrigation and industrial development that can go 
forward and proceed under a basin-account method of financing. 

Also, the bill provides against an increase of power rates because of a Pacific 
Northwest account. With this prohibition against this type of an increase in 
rates, the present favorable comparative position of the power user in the 
Pacific Northwest as compared with other sections of the country, will continue 
to prevail after the passage and enactment of this bill. 

7. “This legislation is desired primarily by the victims of old, high-cost irriga- 
tion projects.” 

This statement simply is not true. The original sponsors of what is now 
called the Pacific Northwest account simply sought to establish a basin account 
for the Columbia Basin, similar in principle to the hasin accounts for the 
Missouri and the Colorado. The thought of assisting established irrigation 
projects, as well as new ones, was introduced later. 

The same underlying principle of basin-account comprehensive power and 
irrigation development is the basis and substance of the Missouri Basin account, 
the upper Colorado River Basin account, and of the Pacific Northwest account 
here under consideration. Of necessity and wisely, some of the detail provisions 
of these three basin accounts vary to meet the particular situations prevailing 
in each of these three river basins at the time of the enactment of the bills. 

The provisions for assistance to established irrigation district in 8. 1388 is a 
detail occasioned by certain situations prevailing at this time in the Columbia 
Basin. However, these situations are not and never were a primary considera- 
tion of this bill. 

S. 1888 is good legislation with or without these added provisions for assist- 
ance to existing irrigation projects. 

The statement by the Northwest Public Power Association ends with this 
recommendation: ‘‘We recommend postponement of this bill pending the making 
of a long-range study.” 

In our statement, the Montana State Water Conservation Board has not 
covered the entire field of testimony presented by the Northwest Public Power 
Association. 

It has been our purpose to specifically call attention to and to correct the 
erroneous interpretations made with respect to the nature of the contributions 
made by the so-called outlying States of Montana, Wyoming, Nevada. and Utah, 
and with respect to the scope of the just and reasonable benefits to be received 
by them. 

In addition, we have commented on certain other matters to a sufficient extent 
to make it clear that the above quoted recommendation by the Northwest Public 
Power Association is not in harmony with the need for economic progress in 
the Pacific Northwest. y 

Their recommendation “to delay and study” would deny the Pacific Northwest 
the practical basis of basin-account financing for comprehensive power and irriga- 
tion development and for proceeding with the currently proposed program of the 
Bureau of Reclamation in the same manner as is now provided for the Missouri 
and Upper Colorado Basins. 

The postponement of this bill would only mean delayed progress. Instead 
of progress, the Northwest Public Power Association proposes a long-range 
study. 

To our knowledge, every phase of basin-account financing and of related water 
resource development, legal and otherwise, has been thoroughly, repeatedly. and 
exhaustively studied and discussed in connection with the drafting and redrafting 
of the legislation to establish the Pacific Northwest account. 
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A long-range study of such matters as the primary or secondary importance of 
either power generation or irrigation, the proposal to treat as nonreimbursable 
that portion of irrigation investment that is beyond the ability of water users to 
repay, would only mean lengthy and unproductive consideration of presently 
unrealistic issues. 

We have no objection to long-range studies. To the contrary, we would be 
happy to participate in them. But they should not be used as a reason or excuse 
to delay the establishment of a basin account for the Pacific Northwest. The 
principles and the operation of similar accounts have proven to be sound, prac- 
tical, and highly successful in carrying forward current reclamation programs 
in other river basins. 


x 








